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PREFACE 

*, This wq^iMvat originally intended^o be a sort of a compaii 
to the St^ty Yeaj^ oj Indian Finance. But on reflection, ’ it was 
Ibund impossible to combine in the scope of such a volume the historical with 
the analytical treatment of the trade of India and its a’ccessories. An economic 
history df India, from the earliest times, k as badly needed as it ^ould be a 
§re%t piece of research when produced. For lack of tha> necessary library 
facilities, I have had to abandon, at least for the present, a historical survey 
of the'economic‘development of India, after adding an Introduction to 
this work, content only with pointing out, without’exploring, the infinite 
possibilities for economic research. And eyen in the narrower sphere of 
recent years, space considerations have precJjuded that emphasis on the 
historical growth apd continuity, which is a feature of the work on 
Finance, though even in that case some critics have held that it would 
have been better if I had separated the historical from the analytical study 
of the Indian financial system into two separate volumes. Accordingly, in 
this work, more stress is laid on the analysis of the present day trade and 
its accessories, though the historical side is not entirely ignored, in the 
hgpe that the volume may be of service to all classes of readers interested 
gMn tfie study of economic problems of this country. 




Tl},e title of the work needs an explanation. It is not merely an essay 
in alliteration. Trade conditions cannot fairly or comprehensively be 
considered without their indijp-psable aids of transport facilities and tariff 
regulations, which play so^reat i part in the development of modern 
international corr.merce. Tme economics of transport, besides, seem to me 
to be very generally ignored in the Indian University curricula, and a fortiori 
much less understood by the business world. The Railways have, indeed, 
fefejufairly well studied in admirabljF monographs, like those of 'Mr. Ghose 
or Mr. Tiwari; but, I think, the’ Railways have attracted public attention 
rather in their financial aspect than in their real utility to the industry and 
commerce of the country.' And, in any case, the economics and possibili¬ 
ties of Road and River communication, as well as questions of Ocean trans¬ 
port, have attracted very little scientific inquiry, except, perhrps, in a 
specific grievance bke the Deferred Rebate Systerii. It would be presumptuous 
and untrue to say that the present volume—or, that section of it which deals 
with transport problems—is a treatise on Transport Economics. All it claims 
•^tsthat it include^ an elementary survey of the general economics of allTecog- 
_ nised commercial means of transport, with, of course, a special reference to 
Indian conditions and problems. I would be more than satisfied if it helps 
to attract attention to the need for a closer study of trr, .sport problems in 
India comprehensively. In the section relating to Tariffs, a brief exami- 
Tiation of the general controversy between Free Trade versus Protection is 
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follo\ved bj" a more detailed consideration of conditiOiis to Mia, With * 
specific Scheme for protectionist legislation in India to.-gtve fOiot to the 
criticism or analysis preceding. The most important adjunct todoramercc— 
currency and banking-is omitted from this volume, as mucl^ oecause of 
the existence of a number of cxcelldiit works on the subject, ^ginning wh 
that of ifr. J. M. Keynes, as also because the present 'ifvriter h#at recorded 
the results of his study<'n that domain in a separate work; Indian Currency, 

Exchange and Banking. 

• '' 

The dilficultirs of such publications ns these to persons* not ablj to 
command the services of a Governmtmt Press or ah unlimited purse are 
often not understood at all by the reading public, sifch'as there i&.- The 
study and writing of ft (is the least of the list—or jjerhaps hardly a difficulty 
at all to those who l)ave a loye for their subject, lint, as in India the publish¬ 
ing business is still unknown, considerations of cost would alone prove 
prohibitive to many a keen student who cannot afford {o take the risk. With 
the exception, perhaps, of the University of Calcutta, no University seems to 
have perceived the need for a ()ress of its o.vn to facilitate the publication of 
works of research that cannot possibly sell like “hot cakes". One would have 
thought a University Press could have been easily made a business propo¬ 
sition. There is a welcome departure in the constitution of Universities 
in India with the teaching sid(; ; but the new teaching Universities have 
yet to evolve the whole gamut from tlvair relations to their professorial to 
legitimate inter-change of inter-university courtesies. I mention this 
difficulty in order the more fully to acknowledge my gratitudo' to the 
University of llombay, who have afforded me valuable assistance. 
But the lack of good |)ublishing housifT^uakes a writer’s difficulties 
multiply, not only in regard to thO moni;y c. st of the publications, but 
much more so in the real effort of proof-reading and all cho thousands and 
one troubles to get a book ready for the public. 1 mention these difficulties 
not, indeed, to e.xcuse the errors and defects, that .still remain in the wonk ; 
and of which no one c an be' more; conscious than the writer hifUsSf; 
but only to urge lefcre .i discerning ncadcr an cxtemr-Uing circumstance; 

I have been accused by some cn itics of an undue warmth of expression 
in other works of mine on cognate; subjects. I might reply, in the words of 
Sir J. Douie, reviewing tiu: .Sketch VVi/rs of Ilulian Finance in th^^iLcotio^ 
mic Jourtuil; “To expect .In Indian economist, with pr^anounced njtioRa- 
list views, to discuss thec^ue.stiolis with which the book deals with complete 

freedom from bias would, at the^lescnt time, be f'ltile.It m^ 

te said in passing that sucK an intempor.itc att.ack on-the present Indian* 
.Civil Service, as is to bo found onii)p.io6-io,H, coming, as it does,»from ^ 
vvy intelligent, and well-educated man, is a deplorable e;jample of the 
growth of racial ‘reeling in India and of evil augury for the future.” I 
might also reply by |)oinrtng to works, aocepted by my Allies as excellent 
pwces of research, us exhibiting the worst features they takb exception to iii 




ny frork. 'd linglit even reply by the easy retort that the wajjjnth of my 
itg^essionsDaglit to measure the strength of my convictions. >I prelef, 
however, tOTs^ tliat |hejcharge, if really deserved, would certainly be a 
blemish in*a^ scientific work of research, and to add that irj, this work I 
hjtje tried to jvoid^the accusation as £ar as it lay in me. If, however, the * 
mere stat|i^Snt of unpalatable facts makes a critic repeat the charge, it 
^ouM be useless to defend oneself against such critiijjsm. 

• • 

Thisuwork practically completes the series of special ecanpmic pro- 
y*ms of India the present writer had set himself to invcstjgatc into. A spe¬ 
cial %tudy of the Indian agrarian problems still remains to be achieved, quite 
apart^ra the grejt iv;ed of a competent research w^rk on a comprehensive 
economic history of India. The Department of Hcononiics of the Bombay 
University has in hand schemes of studies which mif'ht obviate this want in 
course of time. But mention is made of this point here because of the grow¬ 
ing conviction in the mind of the present writer of a much greater need 
which is not generally perceived at all. We need to revise some of our very 
fundamentals in Economics. If^i vast amount of misunderstanding and 
recrimination are to be avoided, under conditions like those prevailing in 
India, it would be necessary to deline as clearly as m.iy be the goal in 
view. What are we all striving for? .\nd, to begin with, it is necessary to 
recast the theory of values, so as to make if har«iony-noL ii maze-of ethical, 
iccftiomic, and social considerations. In our iiccepterl theories on the sub- 
"JSet, we have, to say the least, not reconciled these seemingly incompa¬ 
tible requirements; and the inescnt writer for one would fain devote himself 
to a closer study of social philosophy before taking up any specific problem 
of the moment, however urgej^ql may seem, in order to iittempt a compre¬ 
hensive theory of valuus. ' 

I have tried to record iicknowlcdgments of my obligation in the text 
wherever necessary. It would be invidious to seli.ct in tliis place even a 
W^r special mention. I must ne^rtheless record my obligation to Mr. 

S. P. Kabadi of the Bombay Students' Brotherhood for the valuable aid he 
haswendered me in pibof-reading and in the compilation of the Index. 


15th June 1923. J 

Department of Economics, 1 

University of Bombay. J 


K. T, S. 
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TRADE, TARIFFS .& TRANSPbRT 
IN INDIA, 


PART I. 

• 

INTRODUCTORY. 

A 

Whenever it comes to be properly studied and written, the history of 
the Trade of India will prove as fascinating aj it is bound to be an instruc¬ 
tive chapter in the^ annals of mankind. Popular tradition in India, as 
evidenced by folklore in almost every province, carries the story of 
Indian commerce right back into the earliest dawn of human history. 
Certainly, the Vedas, whose origin, according to the latest compilation of 
ancient Indian History, is dated somewhere about izoo B. C. * contain 
passages which suggest a very considerable growth of trade. The authority 
already quoted seems to lx; strongly oblit'ious* of the significance of these 
passages, when it says:— 

“But there is still no hint of sea lmme commeri c or of more than river 
navlgation.”t 

Without having recoursethe specific mentions in the Vedas to sea-go¬ 
ing vessels, we may peint out that tBeJist of occupations given on the very 
page from which the abovcAremark is quoted clearly shows the development 
of the sea-borne commertfe of India, since a good many of these crafts were 
destined to meet the needs principally of foreign commerce. Says Prof. 
R&j*h in the Cambridge History of India, C^. V:— 

• “We hear Ilf hunters, of several rlasses of fisliormon, nf attendants on. 
cattle, of fire rangers, of |>liiughei s, of charinteers, of several rlasses of 
attendants, of makers of ji‘v;eh, ha.sket makers, washermen, ropo-raakers, 
dyers, chariot-midcers, barbers, weavers, slaughterers, workers in gold, rooks, 
sillers of dried fish, makers of bows, gatherers of wood, dooiekeepers, 
sirlitters, footmen, messengers, carvers *and scaeoners of food, potters, smiths 
*id so forth. Frofessional acrobats are Recorded and players on'drums and 
flutes. Besides the boatman appear the oarman^id the jioleman.’ + 

From the ^^lieSt available records of Indian foreign trade, the most 
.irequ|ntly occurring articles of Indian export are cloth, dyes, precious 
stones and metal-work; and 9 list of* occupafions, whicji includes, jevtfel- 

- . . e--^ j; - 

* The CaitMdgt History of liidias, Vol, 1, p. 110 et, ijpq. 
t IWd p. 136. * 

t lUd p. 186. • 
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ifiakefs, dyers, weavers, smelters and smith? cannot po’ssibly be heH 
to have l^n properly read, if it is made to yield,the conclusion that 
/‘there is stifl no hint of sea-borne commerce.” The evolpti'on of the 
boatman may ha^% been occasioned by the needs (jf riv^lishing; but 
the oai%man and the polesraan, taken along wit% the v^odgatherer* 
and the boatman, anci viewed in the proper perspective with the naval 
regulations of the Mauryan period* as laid out in thS most practical 
and authoritiftive hand-book on public administration about 300 B. C., it can¬ 
not but suggest thp growth of foreign sea-borne commerce already it^tllh 
Vedic period of over 3000 years ago. The phenomJncJh of exchange need 
not, indeed, be identiejaf with foreign sea-borne comm#rca^ and particularly 
not in a country of the yast si^c of India. India is obviously a geographical 
unit, which every discerning statesman, from the Mauryas and the Guptas 
to the Mughals and the Britijh, have tried to weld into a political as well 
as an economic unit. But though in considering Indij as a single country, 
the arresting features of its foreign commerce would be found only when 
we think of the sea-borne trade, it does not from this at all follow that the 
transfrontier and inter-provincial trade of India was either non-existing or 
negligible. In an interesting and erudite contribution to the Journal of the 
Royal Asi.'itic Society, on the “Early Commerce of Babylon with India''\ 
Mr. J. Kennedy, I. C. S. saysV- * 

• 

‘‘f or 11 li'tido between Western A.siiinnd India three routes are pitssible.' 
riio first tditnlia nj) (.lie |ireei|)itous and zigzag passe.s of the Zagros range 
which tlie iireek.s eulled “ladilers” inti) tiie treeless regions of Persia. This 
I'oiito was barred for eeiilnrie.s by the invitterate hostility ofthemount- 
aineers.^and it did not heroine |>rartirabl<^%itil the “Great King” reduc¬ 
ed tlie Kurdish highhinder.s and tijp luwland'Semite* to an equal vassalage. 
The second route traverses the mountains of^rrnenia the Caspian and 
the Oxus, and descends into India by the ]iasses of the Hindoo Kush. 
Arltcleg of armntrrre iloobfh’gs jutsr' U aJmoj thh oray from early times; but the 
trade was of little iinportiinre, fitful, intoriuittent and passing through 
many intermediate liands. until tl^i Parthian domination forced ti^iie 
into this channel, f.astlv, tlu*re is tlie sea; and as this alone afforded a 
moans i-f direct and constant intercourse, the question is narrowed a 
single issue.” 


As the main thesis which Mr. Kennedy sets himself to establish in this 
article iit that the sea-borne trade of India with the Western Asi^tic«coun- 
tries did not begin till abewt foo^f. C., we must necessarily infer^inj W 
imply, in the above passage, thaUtho transfrontier land-t^de of India,*must 
have started much carlid'. We ^all have more to say of the main pro¬ 
position of Mr. Kciuiedy anon; h%re it is enough to Kp^f that the origin^ 
of efKhange, denoting a society in a very advanced ‘stage of economic. 


'Op ajiiiOTHof Kautilya, For t 


^ u. ior a.jiummarjr of roffulatbos of the firtfe 

Mauryaa Enqwror (321‘if. 0. to 297 B. 0.) Sec Dr? H. K. Mukerji’s History of Amket 
Jmtian Shi^iuj, pp. 105 et^seq; ^cc also Viobent Smith’s Early History of Mia p. 324 et. 
«oq. 


t J. K. A. 8. 1897, pp. 241-288. 
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development, mu^t have long preceded, as between tribes and tribes of the 
samS people, as between provinces and provinces of the same country, the 
evolution of, internatictnal commerc. In India exchange, inter-tribal, or 
rather inter-prwvjncial, commerce must Ix^ held to have ajisen before the 
groWth of the t)^s-fr%ntier trade, which, in its turn, must have preceded the 
sea-borne trid* And as this last is admitted to have been in existence, 
even under the most^searching criticism of the evidencJ, by about 700 B. C. 
•• there can be no objection in assuming that Indian commerce, as such, must 
hav^come into^xistencc at least about i 5 ocf li C. if not earlier. 

• ^ 

It would be out of the scope designed for this work to enter into any dis- 

putation ^f* the evidence, archaological and otherwise, to make more 
precise the date, Iry whicli, we m.iy take it, that tlu^ *soa borne trade of 
the Indian peoples, whether Aryans or Dravidianj, had come into existence. 
Yet we may briefly notice some of the accepted ilrtions which seem to us to 
have been founded on a^misconception of tlie facts, or a misreading of the 
• available evidence. Mr. Kennedy, as already remarked, has advanced the 
• thesis that, at any rate, the trade of* India witli tire countries beyond the 
Western seas, did not commence before 700 B. C. ’ Even admitting that 
statement for the sake of argument for the moment, we need not conclude 
that the entire sea-borne trade of India isof no greater antiquity. It is a 
common place of Indian history that the Ar*yan invaders, coming into the 
Punjab through the snow-clad passes of the Hindu Kush mountains, sjiread 
principally in a south-easterly direction along the plains watered by the 
Ganges. The natural course of their further progress would take them, by 
, land or by sea, eastwards, and there is nothing in our still surviving records 
4o gainsay the possibility of a go 8 tl seaward trade on the eastern side. The 
trade with the Suvarna IHiumit and tht-n«c to Java, Sumatra, China and 
Japan, would be possible by tlfc purely Aryan agency, along and contem- 
•poraneously with, the Drafidian trade witli countries across the western 
seas., 

* 

liven as regards the purely western trade of India, which has naturally 
attracted the greatest att’ention from present-day linropean scholars and 
their pupils in the East, we must liesitate before we accept Mr. Kennedy’s 
thesis in ioto. Speaking of the Dravids, Mr. Kennedy is himself obliged to 
observe: 

J!nt tlio Di'ftvulians of Soutlicni Jiidia were aiaaistomoil to llio sua, and 
afterwards furnislied a large proiioi-tion of the ship; and nailor«, not to say 
pirates, on the Indian Ocean. So that, ;^lthongli the coastline was long, 
perilous and uninviting, there is no ohriotts plyVsical or tnimological rouHon 
wliy an early intterqtmrHC by .sea should not, have exisietl Itetwcen India 
itnd ^he West. / can only say, fhal ac n^/iaaltcr ofjw'l, Uicrc /V no valid ^oof 

of it.'I ^ ' 

-;--- - 

* Op. cit. ' 

t The OoIdeD Ci^rsooese of the cla^ical writerJ*, variomdy idpotified with the Barms 
Of Ceylon. Cp. McKrindlei Ancient Iwiia, Vol. II, 
t Op. Cit. p. 249. 
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• . But *16 is unjust in his assumptions, and unfair jn hjs criticism of the 
available evidence. He has entirely if^nored the evidence of the V*edic 
references, s/hich would establish the existence of a g(Jod knovvle(Jge of the sea 
and of voyages across it, even in yedic times and earlier, /*rtainly Irefore 
1000 B. C. There is at least one passage (I, ii 6 , 3 ) the ^igveda \ 9 hlch 
mentions the voyagi' of a Rishi King's son, Bhujyu, iti some Wdfids wherein 
he is wrecked on th(*high-seas, and rescued by the Aswjns in their hundred 
oared gall^’*. The Aswins are deities which can be paralj^led in the 
/Joroastrian niytholog\; and so,*peihaps, it is not unfair to assume that^the- 
islands mentioiiM in this passage are those in the iiV'estern seas, Tht story 
of the liavcni Jdliik ilr. Kennedy regards as referring to a mneU jjtcr date, 
about the',th Cent in y B. ( and, as such, this dTstinct mention of trade 
with Babylon (llaverit) he considers as not disproving his thesis. But the 
misfortune of an inexact jpr nnai'ailable chronology of Indian peoples is 
presstd by him too fir wluti he tries to explain away the Biblical references 
to trade witli India, aiul the h.gyptian c'vide*tico for the same in 
periods much anterior to his assnmeil date.l- There are passages in the 
Bible di-tinctly referring to the Babyloinan trade with India in the Mosaic 
period (r.i(|i-t.| 5 o B, and rnneh more frequently in the age of Solomon 
(1015 B.c.l'). There is mention of trade with the Ophir, identified with the 
region on the month i\ the* Indus, which becomes excellent evidence 
when one leiaills the concurrent testimons' of the Hebrew language 
where the wi'rds for cloth, ivory, apes, ginger, |)epiier, rice, peacock, sandal¬ 
wood—.all products ex-cinsively of India ar.‘ distinctly of Tamil origin. 
.Says Bishop (.aldwidl in his classii' work: compui'iitivc Otdinimir of the* 

Draviilititi :— 

“ It KCMiis |)|'»I,mI. 1 i' (lint Arv#irmercliiuils fnifii (he inontli ef 1I10 Indus 
iiiiisl hau'iH’e,nii|ianied (he I’lin nieians it^Lil SeleinSn's serviiiits in their 
veyiiges ih.wn (he Mnhihiir eeiist (o\v:iiils»()|i|nr (wlierever Oplilr may* 
liave I eeiO III- 111 leiisl liave lakeii |i:n ( in (he (laile. Il appears eertain 
fi'i nil not I re's la nit a 1 n* il 1 a I he \ ej a s (hat the Allans of the age id Si lift men 
jn-iictised tereigu trade in %eean-gei ng vessels."I. 

Igiioiing fi r the moment, Brof. Rhys I),i\id<s conclusions, {B^dhist 
Indid, p. 11 ( 1 ), and conlinnig ourselves entirely ton review of Mr. Kennedy’s 
arguments in .support of a lather late origin of the trade of India withethc 
Western countries, we must admit onr inability in following him when he 
discounts the opinion o^f Lass«-i», the gre.it German Orient^st, who 
hrdd ^ « , • 

The Vedi ■ at,linin'refereii SSS t.o ship aiiit sca-vnyagei have been alt 

rolhvted i,y I'r. M4iTji. Op Oil. p. «, 1,1 \'. To the live .lentione^ thi-re, might be added 
a si.xtli, IJij-e hi I, tl7, 7 and S, lAii.-h Innas a sen .if niott.., tor IliiR,»'ork. Vn 

t ttv™ in the Missaie period il 4!ll-l t.'iO I!(7.' pre,-io*as stones whieh were a 
• grenJ-rxten' a Spo iiiliiy 111 IinKa amt lhe“ieighhounng eountrie. appear to have*beeii well- 
known and were* already h ghly vaUleit ” Up .1 Co'J,'lhittion% )o the IKetory ef 

.Iii'if'ii I’flin f'tj I’roP. V. Hall in the In'Han .-liili.fiia,y for August I8S4. For Itiblieal refer- 
enres ep. inter alia. linj. .Xit.VVtl, ga, 1 Kings I.\, gfi-gS, 1 Kings„X, 11, F.aekiel XVUI, 
Hi, 1!4. 

♦ (ip (’it, p. 182. 
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“The Egrpiians,” saya Lassen, “dyed clolli witli indigo and wriniped tli*ir 
•muiunvies in [iidioii muslin ; wliile Chinese poroelain witli Ohinei* letters 
had been fcnmd ip a previously uun)ieuod grave of the eighteenth 
dfunstv?”* • 

*• • . . 

•If\lffc dye of tl^ clorti wrapped round the mummies is proved to be indigo, 

ahd there ^en«s no reasonable doubt of it, even upon the evidence e.vamined 
by Mr. Kennedy himself, there would be an end of all+iis arguments against 
holding that the Indian sea-borne trade d.ites much* earlier than the 7 th 
century B. C. , For Indigo is a distinctly and cNclusively Indian "produce 
exported for dye-stuffs, f^om the earliest times of our foreign trade, t But 
perhaps og this point it would be best to wait the,full description of the 
recent discoveries ift I?lixor by Loial Carnarvon in the funeral chambers of 
the Egyptian King Tutankhamen. Should it be«sliowdi to possess any 
article which can be claimed as distinctly of Indian origin;—like berylsl 
for example—this controversy w'ould be linally tnded. 

If the fact of the trade between India and her neighbours across the sea 
on the West could be established .is having commenced over,',or 4 thousand 
years ago, the next question as to its organisation, and the relative share of 
the difterent maritime nations on the coasts of the Arabian Sea, would be, 
relatively, of second-rate importance. We are lujt in this place concerned 
with the relative antiquity of the Egyplflm, tne Assyrian, and the Indian 
eiviilisatioii. We are also not concerned, therefore, with the actual conduct 
of the trade by the mariners and me rchaiits of one or the other nations. 
Mr. Kennedy assumes “that juobably in the earliest days the Phoenicians 
were the sole masters of the eastern seas. But the great mass of the 
Phoenician people migrated t^the Mediterranean at a very remote date, 
when navigation was iifits iiif.uicy ; iftid, with their departure, much of the 
sea-horiic traffic 6 f the l\*isiaii ('.iiif probahly passed into the hands of 
caravans from the Arahiait emporia. The Chaldeans arc the next great 
seippower we hear of in the gulf, i^nd they do not ajipear in history until 

* (>p. (‘il !*. el si-ci. Lii-ssrii y..'/, ,I/C llf r .Slli; I.irur.‘Spokv in I in (tiwiovcry 
of the Stiur.'c of the Nih'*, i yucetl lii^ In st infoiinfitioii Ii’dtu a mn}) Ptrcon'^tru'itofl out of tho 

■luurnal |i)>. 27, 77, 21(1; VN’iltorfl, in /l-i Vit'civ’''/.':', III). 

“ Ail our pri viou. iiiftiriention ‘•mV'' tiie hytl o.'rnphy of theftc 

rigion**, orii;iiiHt<'I V it h I he aibiejji' Hindd'*, m iio f uld it. totlie pries); (^i Nll(‘; and nil 
those busy Kjfvptdaii fjn rri-aphn's, vho dis-'i iniirt’etl flf.-r kjjowiedf'e with a view to be 
fatrous t'-rir haij; . ijfhtt dm in sob inj; t e M'\ iy v hi' h < nshioudid the Hour^- of their 
h<Jy rh efj wci e so timnv liypol h«-li''al hiriiljn‘,^s *'i'he Hitfdn t. aderh Itad a firm hatdi to 
stauffuY»on throuj'h Hioir inf ir* ouf'^e with Ai-y‘Kinian'* 'Lieut. }j])eke . diucovttr’f of tlio Nile 
np. ScholT s Translation of tin- l'u '<pin-> ]), 227-H J * * 

t See below tlie list Imlian export.-) a'- •^injiihil from tlie Pcn-jilna of the. 

* *■ » ' 

X Cp. ViiTient Smith, Pieh/ JH-tori/ of IwJi t. 400 — 

# The niine« of Padiyur in the L'oimliato*- <liat,ri :l. ^ere almoKt the only Houree known 

to the an lent world from \\hi"h gogd‘berylb t nnhlbe obtained, and Uw ^eins wem more 
esteemed by both Indiana and Koffiaut/^ f • 

The afXiountH Lux or djij;overi«ji to liarid hitherto Iwve the mention of ebony cbairit, 
..which, according to the evidenoe of Ureek Inotorians, is an Indian product; cp. Strabg 
37, 
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thf ninth (^entary B. C.* Assuming that this passage is jccurate histoiy, 
we are bound to ask if the Phoenicians, admitted to be a great sea-fartng 
nation of antiquity, wore, for a long time before khe ninth century B. C. 
masters of tfie Eastern Seas from their headquarters in Afia Minor, did 
they not have any trade relations with India, also admitt^ly the iTiOst • 
important country commercially in the nearest es.st to tlie fhoeniciarts 
from Bahrein ? We aepcat we are not here concerned with the relative 
share in the handling of the Indo-Egyptian or Indo-Phamician trade, by the 
people of one or the other country. Here we are simply concerned with 
two admitted facts of history. On the one hand^the mo|t ancient Icdian 
literature and folklore abound in indications of a thriving forcigp |ca-borne 
commercc.t On the other hand tluTC is the eviflence of trans-oceanic 
neighbours having devdop'ed considerable civilisations of their own, with 
the inevitable concomitant of a great maritime activity, tong before the date 
which Mr. Kennedy has assigned as the commencement of India's trans¬ 
marine trade with the West. It is impossible to believe that the two did not 
draw together by the mysterious magnet of trade when they w'ere each 
so flourishing, even, if such a belief reifuires it, liy the active exertions Of 
only one of them. 

But because for the sake of .argument we have temporarily accepted 
above that the ti.ade, if 'upenftd in times before the days of Darius, must 
have Ireen conducted largely, if not wholly, by the Pheenicians or tl»eir 
successors in the mastery of the Indo-African seas, it does not necessarily 
involve the corrollary or implication that Indians had no share in it; that 
they were content to remain merely passive importi'is or exporters without 
teing active carriers, at least in part, thems^es. The folklore of India, as ' 
typified by stories like the Haveni J^naka or that of Bhuiivu in the Vedas, 
is definitely against such a conclusion.J (lommon sense'is also against it. 
For though the cl.issical Ein oiK'an writers, Ifke Herodotus or Strabo or 
Pliny, believed, on the authority of thj obscure compiler of the Pcriplus,or 
Navigation of the Erythrian seijf;, that the secret of the Monsoon, thc»Tfcal 
trade-winds of the Indo-.\frican seas, was discovi;rcd by a pilot named 
Hippalust abo it 17 A. 1)., it is impossible to believe that those who carried 
on this trade centuries before could have remained ignorant of such ^ 
regular, annual [dicnomenon, as the south-west monsoon in the Indian Seas, 

and covld thus have luled to nr.^kc. use of it. There is, in fact, Msiiive 
« •• 

‘ ..■ ... % 

• Op. Cit,. p. * 

We have alrwiy r{‘ferr<*d in passing (o the of the aiid, the 

JtittkM. To this l»'nihi*‘d literature both in tht and the south, aikii 

well as the eviden-eof i<udh works llie Instilute.s of Manu, or *'h(^ Arthaih'iHra of Kauti' 
lya. A people who had vome to ^a''h Injjhljr vlahorato notions of commerce, its oaganisa* * 
tioa as voU a» taxatvni, could surely not lia\ e dovdoMd tliat comnicrce fifty or hundred 
years before the tuorke \|ere compiled. Their commerce miftb have been tuufh*older, 

X See Supra P. 4. ^ , 

§ See Mokrindle's ilficienf Vol. 2. Canl>ridg 9 Jiisiory,^: 426; reri^Ki, ch* vih 
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evidence to show that Indian mariners, Tamils as well as Arfnns, wore 
fantiliar with this great annual natural phenomenon. * 

“ It has been suHiciendy proved ” says Div Vincent in his learned edition 
uf«tl^e '^hat a communication was ftpeii ht tween Indiit and Araliia.pre- 

vious to the egCof Al?x#iider ; and it is imiiossit lo to conceive that these who 
lAsed in fntna er Araia# should not have ohseio ed the rraular change of sea.sons 
and of winds which reeiii'red every year, and of whieh, it tliey were mariners, 
they could not fail t?j have taken ad\aiil.a,i;e every voyil^c they performevl. It 
ia liko-wisi»certaiD that vessels frequenting either eoaat would aAidentally ho 
caught by either monsoon, and ilrivon across tlie open soa on tjie opposite shore, 
if they hajipen to he a fevj days loo early or too late. 'I’liat fills lias happened, 
and that there was a direct iiassage, hy the monsoon, ig uso I efoce the tli-eeks 
adopted it,Tias alreaely heen roticed fi’om the l’ei'i|ilns and fnllv proved, x x x 
The I’eriplns assigns the merits of llio discovery to ^hjipijus himself; hut 
there is nothing unreasonahlo in siiiiposing that, if he freiinrntcd those teas as a 
pilot and a mercl ant, he liiiil met with Imlian or AraMiin traders who made tho 
voyage in a more compendious manner Ilian the (♦i-evks, and (hat he colleotfd 
information from tliem^wliich he had Liilli the piudonce and conrage to adopt."* 

And in McKrindlc’s Iranslatioei of classical writers' notices on India, he 
reproduces a passage from I’linyt which reads :— 

“ Tho same'.N'epos, when speaking of tho Jfoi-theni cii'camnavigation, 
rolateil that to .Meltelliis Ooler, the cSlleagAio of Afrinlus in eonsul- 
shi]!, hut then a jirocoti.sul in (laal, a present was given liy a king of tho 
*Suevi consisting of some fiuVoiis vvlio, sailing from India for tlio jiiirpose 
of commereo, liiol lieen driven Ity storms into (iv'i'mauy." 

This is an evidence for tlie active, maritime venturcsomeness of 
Indians in times long anterior flMlippalus or the I'eriplus. And the follow¬ 
ing gloss upon this passnge by the edftot renders it still more interesting 
and significant:— • 

" Murpliy, the translator of Tacitus, in one of his notes to Agricola 
* remarks thus upon the passage. “ fl'lie work of Cornelius Nopos has not 
Stme down to us ; ami Pliny, it seems, lia.fal ridged too miicli. The whole 
tract would liave Jnruislied a eoiisideralile liistory for navigation. At 
firesent we are left to conjecturo whetlier f/ic Indian adcenturcri sailed 
round the Cape of (inod Hope, tlirougli tlie Atlantic Ocean, and lliunco into 
the Northern Seas, or whether ihey mado a voyago still more extraordinary 
by passing the islands of Japan, tlie coast of Siberia, Kamasebatka, 
55e»ibla in tho frozen ocean and licence, round Lapland and Norway 
ontAed into tlie Gorman Ocean,” * 

» 

Without advancing, from such evidence, the perfectly agreeable hypothesis 
that the circumaavigjtton of the woricfvas ^irst accomplished by Indian 
ITavigators, includiiTg the discovery of the North Pole, or at least of Africa, 
we at least hold that the race of such hiardy sea-fiarers and adventurers could 
not have remained quite inaatwe* in the foreign sea-borne^racle,of their own 
--- — _ ^ 

* Dr. Vinceatitip. Lit, p. 426. 

t Book U, 0. *7. . 
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CQuptry, Jeng before such distant and dangerous voyages, as the one implied 
in the above passage, could have been ventured upon. The stories of ships 
described i^ the Ceylonese clironicles of DcepvanMt and ilahavansa, not 
« to mention the JatUikas' which could carry 500 to 700 passsngers or more 
with their belongings and nu iclumdise, could not jtossill^ have retafed. 
only td short river voyages or merely coasting ventuVs. AnJ tKesc storias, 
be it noted, relate to :* period in which, even according to .Mr. Kennedy, the 
transmarine western trtide of India had already cotnnienced. 


II.—CHARACTER OF THE ANCIENT INDIAN^ FOREIGN .T^ADE. 

Given, then) the fact that tlie phenomenon of international exchange 
had been familiar and practised by ancient Indians from times that certain¬ 
ly go back 2500 years, and ignite probably to ,|ooo years, the iicext point of 
some interest in thi.s study is to iiupiire into the chaiijcter and organisation 
of this trade of .Ancient India. Consi .tently with the |ilan of this work, our 
survey in this connection must nccessarilf Ik- veiy bri. f. It is undertaken 
at alllrecause a continued story ol our ti.ide, lu.wever often the links may 
l)e missing, would be instiuctirc in (iroperly understanding the commercial 
and industrial situation olrthis country to*dav. 

Tin: AKTICLF.S OF TRAf)!:. 


At the threshold of this iiupiiry we find that the main articles of trade 
are nearly the same as they arc (u-day, and have been for all these centuries, 
though, of couise, a not.dde change hasjj*ken place in regard to some of 
them, while the volume and value in i;!! instances n^ist he admitted to be 
materially affected. Speaking of 'tin- trade,, Mr. Danjcll, I C. S., in his 
work on the Industrial Cunifti'lituui of Asia, has iwll observed that it con¬ 
sisted of an 


( 

III surh III t'it*i' proilnciioii.s ;i>; nmon;,'' 

■superfluitio^^, Iiat wen* attlio timo in.i, ..niv l.T- 

nations o*-' A^'estorn Asia, i-Kyi*' hiuI Kiu n|a', I-nt *\vtM-c 
other miartor oxre|o huha, or front U:c further east 

Indian tra(Ie.”+ 


ilio liidian.'^wero 
illy jM’ized Ity the 
uhtiiinal le frto no 
i>y iiKMiTiH of the 




If-,vas thus a trade according. 10 the Hue economic principle*©f the 
differences in comparative cost, i.e. in articles wliich India either MeelTed 
m producing herscll, pr what .she had special advantages for obtaining 
fromherneighhours, tofiepassej^ioii to otlier ngghbours. Both imports 
and exports were organised 6n this (irinciple. Spcaking^iif Buddhist India* 
trade, the Cambridge History of Ancient India observes;_; 

* Op. mutiny of tioHa, p. 210 et. 

t Op. Cib. p. 225 V qi*>ted in Dr. JfutoyV’* Aneitnt Indian Shifjnng. 

t Op, Cii p. 913. 
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“ The nature of the exports and imports is seldom specified. »rhe gqjd 
•which was exjforted as early at least as the time of Darius Hjutaspes, 
finds no eiydioit mention in the Jatakas. Gems of variouskinds are 
named as the quest lif special sea-farcrs anxious to discover a fertnne." 

* • • • 

•And Quoting RJ^s Devids on Buddhist India, the same authority adds 

“ Silks, muslins, the finer sorts of cloth, cutlei-y imd armour, brocade, 
embroideries aidl rugs, perfumes and di'ugs, ivory aind ivory woi'k, jewel- 
lei'y au*i gohl (seldom silver) tliese wore the main article.s in wiiioh the 
merchant ikealt.' * * 

Elsewhere, speaking of the commercial features of the Mauryan Empire, the 
same authority spccffies*articles of trade as follows:—t 

• * • 

“ Trado was iictiva^, various, ami minutely regulated. The precious 
wares comlmise many sjiecies of g<dd, silver, guces and cosmetic from all 
parts of India; jewels, iTielndlug poai-ls from southern India, Ceylon, and 
beyond tlie sea; .slcius fi’om Oenl!-ul Asia and China; muslins, cotton 
and silk from China and furthei’ India. The best horses came, as now, 
from the Indus countries and bi^'ornl." 


This, it will be noticed, is a description of the trade of the Mauryan 
Empire at its height, which, however, is nti quite identical with the 
geographic unit India as we now reckon *it. imports and e.xports arc 
therefore, overlapping in a way, which would not occur, if we considered the 
trade of India as the unit we now know it to be. According to European 
scholars, a full and exhaustive list of the Imports and Exports of India is 
furnished by the writer of the Pcriplns, which may as well be noted here by 
iway of analysis. The lists rclaffe to the imports and exports of Broach— 
the Barugazu of tlie Classical writers,*ai»d BniRukachhu of Sanskrit litera¬ 
ture—which served ^is the prhicipal port for the whole country north of 
■ the Vindhya range and the I^erbudda, ;md the south Indian ports of Nelkunda 
(Nilkantha?) somewhere on tlie coast of.Malabar, serving as the gateway for 
weste» trade to all the country now known a»thc Dckhan.! 

^ Hhy«, l)a\iAs lh>flhi4 indift, p. 98. 

• + Catnb. Hist., p. 478. 

1 These lists arc compiled from l>r. Viticenfs editiou of the Pcrij/lw; p. 370 |ndnob 
from MoKfl#dle’8 .InrieiU Inlit (Vol. II) whicli toald not Seb m Bombay. The listj 
ere aitsauigd by writers, like Mr. Kennedy (who lays a great stress on the ahserree of gold from 
the list of Broach exportsf to )jb exhaustive ; but 1 do not sec any convincing reasons to do 
so. If gold is omitted, so is |ieaeock, or the Indian apes, which, even in the days of Solomon, 
were marked specialities of Indn. The fact is, 1 t^k, that the au^ior of the Peri/ihi 
oaaepiled a list from 1^ own cursory observation, wbicTi is liable to he defective in one 
p^icular or another, withoiA thereby involving a retlection upon the accuracy or the vora¬ 
city of tb#compiler. In any case, it is ({uitc unfair to argue kom the accidental omission of« 
one or the other article, that the entir^tiluie did not exist at a previous date, when thebien- 
tioD of that article*in the trade of India is made by quite reliable authoitty, like the Bible for 
example. Again, it is quite possible, that aS a thriviug centre like Broach, one and the same 
set of articles might figure in exijorts as well as imports ; and it is o&fy on the balance that 
we' can say if it is mainly imported or exported. 
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• • m-^ARTICLES OF TRADE MENTIONED IN THE PERIPLUS. , 

Jndo Scj/fhta Barbaricum (at mouth of Indus rivet) 

IMPORTS. • KXPOR'JS. 


'fhin clotliing, in large quantity, 
Figured linens. • 

Topee. 

Cofal.* 

Storai. 

FrankinceAo. 

Vessels of glass. 

Silver and gold flate. 

Wine, a little. , 

Airfto.—The Kingdom of ijambanus- 
IMPORTS. 

Wink —Italian preferred, also Lao- 
dician and Arabian. 

Copper. 

Tin. 

Lead. 

Coral. 

Topaz. 

Thin clothing and inferior hort.s 
of all kinds. 

Bright coloured girdles a cubit 
wide. 

Storax. 

Sweet clover. 

Flint glass. • ‘ 

Realgar. 

Antimony. 

Cold and silver coin (yieldiiig*(i 
profit on the e.xohango.) • 

Ointments, not costly, litAle 
presents foi the king. 


Costiis.* • 

Bedellmm.t 
Lycium.l • 

Nard § 

Turquoise.tt 
Lapis lazuli.fS 
Seric skins. 

Cotton clijth. , 

Silk yarn. 

Indigo. 

Barygaza. 

EXPORTS. 

Spikenard (coming thi-ough Scythia, 
also through Poclais, from Cas- 
papyra, Paropanisus and Cabo- 

iiti.s.) 

Costus. 

Bedcllium. 

I vory. 

Agate and Cornelian (onyx \nd 
murrliine.) 

Lyeiuin. 

Cotton cloth of all kind.s (muslins 
^nd ordinary.) 

Silk cloth. 

.Mallow cloth. 

Y arm • 

Long pepper. 

Other things coming from the 
various ports. 


Cotttuf This is the rut root of order Cow^wsi/as, a tall pereoUn 

growing on the open slopes ot the vale of Kaatmiir. [„ th,- Poraan Kmpiro it was tt;ed 
as a culinary spine, also as a iicrfnmc, entering into many of the ointments, though in less 
quantity;,than pepper and einnamoa. 

• • 

1 Asefflifinm—This is an*arumatie gum exuded from Aafsomodewfeofi tnakal, oixierf 
Airssraeeas, asmalUreenativeinnortJwrstorn India ; closely allie* to myrrh and traokiu' 
oenso and similarly employed^ 

+ /.yiViaia— -Ties was derlvgd frofti varieties of the harl^rry groiaing in the Himalayas. 
From the roots and stems a yellow dye was preiiarcd; while from *hc stem, fruit and rdbt 
bark was made an astringent medicine. * 

.1 f^is is the root of the ginger grass, Cyiiifwpoyaa aeiotmuihu, order Oramititat 

native m the wei^ern R'lnjab. From tho root of this griStwwas derived an oH which was used 
in Roman commerce mtdicioally and as a perfume, ^hd as an astringent in ointmento. 
tt IWytiOTst—a rtih stone. * 

ig Lasift loiWi—a rich staoe. 
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o<Mtir Teasels of silver, singing 
boys, beantifnl maidens for harem, 
fine wines, thin clothing of the 
finest; weaves, 'the choicest oint¬ 
ments. , ^ ^ 

'India .—Clfera afid^Pandya Kingdoms. 

Mnzirfs, Neleyndafand Bacare, (to which large ships come tor pepper ana 
Malabathram.) * 


Tortoise-shell, from ohryso and 
from near liy islands. 


rMP6RTS. EXPORTS., 

Coin, %gj'eat quantity. Pepper, produced in CottSnara. 

• Topaz. Fine pearls in gi^at quantity. 

Thin clothing, not nflicli. Ivory. 

Figyed linens. ^ Silk cloth- • 

Antimony. * Spikenard frjm the Ganges. 

Coral. hlalabathrnsn frofii the interior. 

Crude glass. Transparent stones of ^11 kinds. 

Copper. Dianmnds. 

Tin. Sspphire.s, 

Lead. • Tortoise-shell, from ohryso i 

Wine, not much, but much as at from near by islands. 

Barygaza. • 

Realgar. 

Orpiment. 

Wheat (for the sailors, the country 
not producing it.) 

^ India .—Chola Kingdom. 

Argarn (Inland.) 

IMPORTS. EXPORTS. 

Everything made in Dainirica and Pearls. 

the neishbouring countrtie and Muslins (named from tho place.) 
most of what coraqp from Egypt, 

India .—East Cgast. ^ 

Camara, Paduca, an^ Sopatma, 

(whore ships come from tho west coast), 
also from the Ganges and Chryso. 

^arls. 

Muslins of the finest, sort called 
Qangotic. • 

(The place has a gold coin called 
oalHt.) 

Ceylon.—Palaesimnndn, formerly called Taprohane. 

EXPORTS. • .India (Ranges Delta. 

Pearls. EXPORTS. 

Transparent stiAes. Malabathrum. 

Muslins. Gangetio Spikenard. 

Tortoise-shell, • ’• 

India —(East coast, farther north.) 

Masalia. 

• EXPORTS. 

Mnslins, ip great quantit>« 

Dosareno. 

EXPORTS. 

Ivory. , 
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The Jists are obviously unsatisfactory, and it is difficult to realise why 
tfie'Eujopean scholars of modern times have assumed theiti to be exhaustive. 
If we put together the evidence of classic writer^ both Indian and non- 
Indian, and*correlnte them to descriptions of Ancient India is they have 
come down to u^ I think we might frame the list of articleSmainly inysart- 
ed and exported from India as follows• * ' - 


IMPORTS IlTrO INDIA. 

1. Minerals :—Brass, Tin, Ilcad, 

Gold ahd Silver. 

• 

2. Field Produce Wines and 

fruits, FranWncense. 

• 

3. Manuhictures:—Met;tl articles 

(?), Silk, Boats, Precious 
stones. Pearls, Glass-ware, 
Chinese Porcelain, cloth(?) 

4. Food-stuffs:—Wh<^t(?)., 

5. AnimalsHorses. 


EXPORTS FROM INDIA. 

1. Live things A^jes, Peacocks, 

Dogs, (frorn Tibet) Elephants, 
Slaves ? , 

2. Minerals ;—Trecious stones, e.g., 

Beryls, Diamonds, Onyxstones, 
Pearls. 

,!• Manufactures ; -Metals :—Iron 
and stc(fl, Cutlery, We.apons of 
all sorts. Armour, Gold, Other 
metalware. Cotton; Cloth, 
Muslins, Sashes; Silk; Fabrics 
and robes. 

Ivory, Ships, Sandal-wood, Pottery 
and Porcelain. 

4 - Drugs and Perfumes: opium; 
other unguents; Dye-stuffs, 
indigo. 

j. ^od-stuffs Spices, including^ 
peppjr, ginger, cloves, nutmeg, 
.cinnamon cardamum, betel- 
njjts. 


v-uiiiivice principally. 

IV.-DIRECTION OB THeVraDE OF ANCIENT INDIA * ' 

while.her imports, though diverse and nr iL ^ ^ manufactures, 

as for example silk and .silk-'obks from Ch'w Soods, 

other Precious stones from ^ n M " 

and again Porcelain’from Chun nml . also glassware (?), 

small '.mportaacr, SlX 

manufactures; for, with the possible 6x0601101^01 

,to have been a Chinese monopoly ‘all the ^ may t^ke 

within her pwn /rentiers. The most uromllfcT'^^ raw material was found 
of cotton, the manufagtiirc of which 

reached auite a hitrh sirili iV ‘ mdigepous material, had 

reached quite a high skill of excellence when Magasthenes wrote in the time 



of Chandragupta Maurya {321-297 B. C.)* It is impossible to giv^an exa^t 
date, when a knovfledge of cotton was acquired by the Indian Aryans in a 
sufficiently high degree,to enable them to clothe, by means of k, not only 
themselves ifl India, but also to export it to their cousins across the seas 
and piountains fin tl^ North and the West. Mr. Kennedy has held that 
the wrappings found tf e Egyptian mummies of the 3rd milennium lieforc 
Christ are linen, while other scholars before him have considered them 
to be cotton.t Bilt even admitting the soundness 6f Mr. Kennedy’s view, 
it does not*follow that Indians did not kn«w the art of cotton Iveaving 
long^ffore they traded in it with other peoples. Tlie earlfcst records of 
' history of every people fringing upon the shores of the southern Asiatic 
seas sho^*the existence of a well-developed cotton weaving industry 
in this country. A writer of the sixteenth century ncmarlted that “ Every 
one from the Cape of Good Hof)e to China is qjothed from head to foot ”, 
in the products of the Indian looms.J ,\nd, though the authority reproducing 
this remark, seeks to fliscount it by pointing out that the peoples who 
regarded clothing as a prime necessity were extremely limited in number, 
even he is obliged to concede : • 

“ We may dien re.state Pyrard’s piotiivesquo and exaggerated aeeonnt 
liy saying that Imlian Inoms ]nu\ a pmctiral mniopoly <]f ilie liome market 
for olothes, and in addition liad (liiec pjaneijfcl exjiort maikets Araliia 
and lieyond, Burma, and the Eastern [Klands.”ii 

• 

This relates to the days of Akbar; but, from accounts no less trust¬ 
worthy than those of the Portuguese and other European travellers of the six- 

* teenth and seventeenth centuries, there is every reason to conclude that, in 
•regard to cotton weaving, India'? position was practically the same in the 

days of Ashoka and as^ar backward ‘ast History can take us. The same 
of course, must be slid of theMye-stuffs made out of Indigo, which was as 

• much a natural monopoly 3 f this country, as the art of making cloth from 
cottpn and dyeing it was the acquireij monoi)oly of its pco])le. Cotton 
manufectures, which may have included umbrellas (cp. Camb. Hist,, p. 422) 
may be taken to have bgen, principally in the form of dyed stuff, our prin- 
cipal*exports from the most ancient times, which must have remained such 
rig^t up to within a hundred years ago, when the active hostility of the 
British manufacturers succeeded in crippling this, our centuries old industry. 
These cxjxirts, it may also be noted in passing, needed not to be set*off by 

^ j . —. 

* Op. HerodotuN iii, 106, in McKrindle’H AtiierU speaking of “ wool which 

certain trees bear tliat in beauty and quality exeeln that of ehcep.” Thia is cotton evidently 
Cp. Nearchus in McKrintlU Er^ment 9 and 10, “ And this linen from'the tree is of a more 
(ffining white than any «her linen. They have a tunic of tree-linen down to the middle of 
th»ir shins, and two other pieces of stuir, one throiyi about their shoulders and one twisted, 
round their head.” Quoted in Cam. Hi4. of India, \t. * . • 

t Op. cit. 1.0C. oit. , 

I Pyrard quoted in Moreland's Inr/ia at tht Death of Allnrf p. 179. 

I Moreland, Cp, cit.^. 181, 
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f ' 

^ ihp riw material for the industry which 
ihe covespondmg imports of the r ^ Of other textiJes-the 

Jnd/ahas produced herself from the earliest time^ «nv ronsiderable 
modern staple of jute was either unknown or unu$ nntnnum in 

quantity, though, it must he added, that it certainly was ndt unknown m 
thedays ofth ■ ofil.c and probably ^Iso n^t quite unknown 

amoitf? the Mauryas. The Indian protagonists ol*,the me^ieral Christain 
monks did not wcat sackcloth as a sign of penance; they preferred and 
used the skins of animals like doer, tigers or lions. It is legitimate to , 
assume frtftn the frotjuent mention of tiger skins being used aS clothing by 
the ascetics of^Xncient India that the art of taxidermy must have be^t^fairly 
well develoijed. We do not, however, meet wifli any record of skins or 
dressed hides as having formed an article of tra/de with India * and so we 
may conclude that*i»iw hides or leather manufactures, though quite well 
known article, must have ^rnu d tlie subject matter of domestic exchange 
only.* If skins and furs cjitered into the trade of India, they must have 
done so almost wholly in tlie transfroutier trade by \^nd.t 


In connection with leather goods, i( would be as well to note that, of 
other animal products,. Ivory was once a prominent article of export from 
India while pearls and coral are otlicr instances of India’s great export in 
olden time without a ne(|l of corresponding import. Musk is mentioned by 
Dr. Mukerjij as amongstVhe exports of India from the earliest times; but 
he gives no authority for the statement. Stories of Musk-deer, KasturiMrig, 
are, indeed, not unknown ; hut wo cannot conclude that it formed a consi¬ 
derable article of export, unless we may assume that it was included in the 
rich spices and unguents l>rought from India in the days of Solomon.' 
Among the animals forming i)art of the trtPde to and from India, horses} 
may have, on the balance, been,irwported ; whiie elcphants|| are certain 
to have been exported, thougli chiefly h)* the trat?sfrontier land route. 
Historically the most celebrated Indian animal e%portod is the peacock, which 
was not only prized by the (ireeks of the Alexandrian era, but apparently 
by the Jews of King Solomoi^'s as well, though Mr. Kennedy woulihave it 
that “Featocks came, with silver and gold no^ from Ophir, but from 
Turshish ”.11 Even if tliey came directly from Tarshish by Babylon, it is 
impossible to coutiovert tlie force of the Hebrew word TIimW, which is 

, * (Ip. XarrliH. 9 uiul 10 ftiul Arrian’ii hi'liri 16, as quoted in Gamh. 

Hill., I>. <11!. . • • « , 

t See p. 478, Ciin/e //><(. of pt lii: “ They wear ahoes of Irhite leather very elabor¬ 

ately worked, and the soh ^nf the shoea arc variegated and high heoled so ns to make the 
wearer seem taller.” _ »' 

t Virgil’s Oeorge i, .IT “ India produces Ivory.” 

9 Op. eit. p. 82. „ 

} Op. ( 7 ( 1 . 11 . Itist., p. 478. ^ ^ 

II Cp. Kennedy cp. eit. p, 259. “ An *etoptiant ” unmistakably Asiatic ; on th« 

black obelisk of Sbalam9naar(868-824 B, C.) supjtlies the first certaki evidence of intercourse 
yrith India, It appears in company with various other animate. Some Bactrian oamels, Hof 
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the same as the Tiimil Tokei or Togei for peacock; and still m(ye so* 
to deny the force of the Baveru Jatak which is the sole Budhistic reference 
to direct tradewwith Babylon, and deals with a peacock taken out from India 
to that distant Tuart of commerce. The list of Indian e.xports of animals 
ttlay be completdifi by rfdjjing the Tibetian dogs. , 

• • • • 

Of the other textiles, silk, which certainly formcd.a large part of the 
exports to the West from ancient Indian ports, an<l “ which, under the 
Persian Empire is said to have been exchangfd by weight with gfrld ’<* can¬ 
not quite be regarded as a native industry of India. It nyiy, indeed, be 
concluded that the art oPsilk weaving must have been naturalised in this 
country fo» tenturiej l)8fore the rise of the first historical Indian Empire 
in the 4th Century B. C.; and that the cocoon may, havo been develop¬ 
ed here too is not improbable. But the evidence of Sanskrit litera¬ 
ture which identifies silk clothing with Cl^na | in passages like the 
one in Shakuntahim of Kalidasa: ^'inf Irtft:! cannot quite lie 

•disregarded ; and I think wc may take it that, however highly the art of 
. silk weaving may have develojxid ,in India, silk was an industry really 
native of China only. The undoubtedly considerable Indian trade was 
probably in the nature of the entrepot trade, in whicli the stuffs were in the 
first instance brought to India by the Indian mercliants, or their Javanese 
and Malayan and Sinhalese cousins, from Cliiita ; afid thence re-e.\ported to 
Arabi#, Persia, Egypt, Greece or Rome via the Indian ports. The entrepot 
business was, perhaps, helped by the peculiarly Indian art of dyeing stuff 
with fast natural colours, which increase their value in the minds of 
^ the barbarians of the West.t The entrepot trade survives to-day also ; but 
its direction as well ns the charaefer has immensely altered. In tlic Ancient 
Indian times, the evidence in our posse:fti(in warrants the belief that there 
must have been a vAy considerable entrepot trade in silks and Porcelain! 

• Coidinm/l 1\ om ('(Vji 14 . 

which double are their baifkfs”; a very ugly ftnd indrawn rhiriof^croH callp'l "an ox of the 
river Sak^a/* human looking a|)eH and long railtrrt nu^keys, among wliioh Mr. Houghton 
thinks be can identify tlie Indian VresUyter EiUUna" Tiiat Indian clophanfs wore much 
prized the fheek 8 and othef KuropeanH may he further evidenced from the treaty of 
Seleukaa Nikator with Chandragupta Mauiya the former eeduig a large tcnilory to the 
latter for 600 elephants. Op. Vincent Smith, p. 117. 

* ^ Indian pw^ocks were worth £40 paid at Af-hcuH, (a thoubaiid drachms cp. not© 

p. 302 of McKrindle’s of Mia Ity Alt.iawlu tlm Orcat ; and for Indian^ doge 

Ibid p. 363?, • • 

'•JJukerji Cp* ci^ p. 82. For this wtatement the learned writer aitfiends no 
authority. • , 

, + Cp. Ezekiel, XXVIl, 24 "These were the merchanlM ifc all sorts of things, in blue 

ulothcM, and broidered work, iiod*in chests of rich apfftrel, ^ound witlf cords. ” also 

th^next verse for Ivory dhd ^bony brought from Imlia in the days of Solomon. 

• ♦ Porcelain is included in one of the lists^of Indian^ exports in the Pttydm; wti 
pottery is mentioned BB a specific craft even in the Vedic age. (Sec Cantt J/iH. of htliat 

• p. 136} but is the case of pottery, the Jtf does not Rcem to ha^X‘ developed very •much in India 
to the making of Chinese Porcelain. The t-|se found in the E^yi)tiaa tombs of the 18tb 
dynasty is Chinese and Must have certainly come via India. But lo tkis case, wc must accept 
the •evidence collected by Mr. Kennedy, which goes to show that these articles, being of 
moeb later daySi must have d>eea deposited in the tomb subsequeotly. (Op. cit. p. 251-2.) 
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from and precious stones, including pearls,' broyght from Ceylon 

and the Islands of the Indian Archipelago. 

• •• * • 

Apart from textiles, the most important category of 'manufactures 
exported from India was metalware, principally iron <yid st^’l goods. Jndia 
must’have reached a very higli stage of mamljftctnrin^ skill in ison 
at a very early datef since Herodotus mentions that in the army of Xerxes, 
the Persian King, till; Indian contingent was armed Vith cane bows and 
arrows,’tipped with iron.t Iroiismiths are quite an important tlass in the 
Mauryan Age.J \ Siwaking of the age of the Kigveda, at least five C(5rrturies 
before the rise of thj; Mauryan Kmpire, the Cainbridge History of India 
says: ’ • 

t • 

“ Next III iinjiiTtanee (lo tliii wihmI wovkor) was the worker in metal who 
emelloci ore in tliu fiirnnjie, using the wing of a hint in place of bellows 
to fan the flume. Kettles ami other domestic utensils were made of metal. 
It is, however, still uncurtain wh.at (hat metal which is called -lyos was. 
Co|i|ier, hroir/.e and iron alike may have heeii meaift.'’S 

But whether or not iron and its martufactnres were understood by the 
Vcdic Indians their descendants in the Mauryan age had undeniably achieved 
great excellence; while another six hundred years later, in the hey-day of the 
Gupta Empire, their skil^was equal to turning out the master pieces, known 
as the iron pillars of Delhi ana of Dhar, of which a great geologist wrote:— 

“ It is not many years since the jirodiietion of such a pillar, would*have 
heeu an impoHsildlily in the largest foundries of the world, and even now 
thore aro eomparatively few where a similar mass of molal eould he turned 
ont."8S 

»• 

Describing the Delhi pillar, thejate Di. Vinciyit Smith wrote: — 

" It is now eslahllshcd l.eyoml the possihyity of doil.t that the matorial 
of the pillar is pare imdhmlile iron of VdO »pocitic gravity, and that the 
monumont is a solid .shafl of wrought iron widded together. . . . The total 
length of (he pillar from the lop *f the ea|dtal to the hultom of the base is 
•Jl! foot 8 inohes. Twonly^.wo feet are above ground, and ono foct. eight 
inches ere below ground. Tlie weight is e.slimatod to exceed six tons.”tt 

• Pearls and seme other |,reeious si ones m„v also U- l egarded as articles of e»- 
Ircjioi trade, if we eon.sidri pearls to lie a laeiiopoly „f the Sinhalese waters, not included 
in the Indian Empire. Politically as well lo geograpliieally, Ceylon and the Islands of 
Archipelago (Indiani having been independent ,if the Indian eontineiit, there is nothing 
objeotionahle in mating this asfUmptioiK • *' 

t’Hcrodotus, Vii, 65 : Viii, IS, I.\,'il ep, Vineenl Smitiv, Savly HiHory. of Mia, 
p. SO. e 

t Cp. Omili. //.'b w'/i*/M,«rs SOn.et. s«|, 477 ijt. sei). “ Iron was probably not 
known hi the ago of Rigveda: bat it uiidoalitedly oeenrs in the period immediately follgw- 
log when it is known to the Ynjurveda and Athana Veda as Oyamx nyds or black copper.” 
op. sit. p. 06. ^ „ 

I Op sit. p. ;0|l. Eleowhere (p. 610) tlio Miac.aathority gives qpe thousand B. 0. 

AB the date of it« pr6bablc iutroductioti, • 

g§ IffcoNOTJNfi Otology q/ Zridia, by V. Bail, p, 338. 
tt Jourmi o/thc Soyal Asiatic Sociity 1897, p. 4. 
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Dr. Smith, we may observe in passing, does not seem to m»ke sufli- 
cient allowance toe the facts that the pillar stands in the midit of a 
Mahomedan moSque; that the iconoclastic zeal of the early Mpslem may 
have lopped off.a^ considerable portion from the original pillar, if not through 
sh^r* iconocla^, at» least on account of the exigencies of the mosque 
architecture^ aijd that oonsequently both the height and the weight of the 
original monument may have lieen much greater. Certainly the three 
pieces of the Dhar pillar, aggregating 42 feet in heiglft, must have weighed 
proportion^ly piore, and involved greater‘skill and daring in for(;Jlng and 
welding the same.* Tljc skill that made such pillars ^ould not have 
grown in a ^ay, nor be the property of a freak or geqius. It must be the 
growth of centuries <Jf silent development; and one does no harm to one's 
sense of history in assuming that iron manufacturesdilie iVnplements and 
weapons of all sorts, armour &c. —must have beev made in India centuries 
before the Christian era, mostly, of course, for Bomestic consumption, but 
quite appreciably for eiiport as well.t 

As in the case of cotton goods so in the case of iron manufactures, the 
raw material being available in plenty at home, India needed no imports to 
off-set the exports of her weapons, armour and cutlery. In the case of other 
metals gold was a great exportable article in aneijnt India, supposed to be 
dug out by the so-called gold ants, whicti, however, though frequently 
mentioned by almost every classical w'riter, is now explained as represent¬ 
ing the Tibetans and their crude methods of gold extraction,! We are now 
so much habituated to regarding both gold and silver as articles of Import 
* largely ; and even in the age 0^ the Pandyas and the Cholas gold was so 
•frequently imported from Rome and her provinces to pay (or the excess of 
Indian exports, that, at tllst sight, it liecJmes difficult to accept the view 
that gold could have been ^ native product of India. But even if we 
•do not regard Tibetan gold as really native Indian gold-7-Tibet being out- 
side*he frontiers of India—geological evidence suggests that alluvial deposits 
of gol#must, at one time, have been very cfmsiderable in this country.^ 
The large stores of gold»-as ornaments and plate—found in India at the time 
of the invasions of Mahmud of Gazney and his successors in invading 
Inijia could hardly have been amassed, perhaps, as the result of the gold 
obtained on the balance of trade exclusively. Some domestic production 
may thi^ be postulated without doing «iny violence to the known Acts of 

- —i ----- 

* Cp. Viucent Smith in J. R. .4. 3. 1898, pp, 143-146: J3o not these two survivnls 
suggest the [lossibility of a by-gone ago of iron monuments binder the tluptas and their 
Buoceesors as the 8tone»monuuieflts were the [leouliarit^ of t^e Maurya ago. 

t Cp. Dr. B. N. BbaltS ** The Chennc'il Theories of A/scient Hindus** 

• t fip. Mian Anligmr!/, Vol. iv, pp. 226 et leq. , . 

§ See Dr. V. Ball, I. A. for ^:^ust 1884. Mr. Kennedy op. cit. p. 264, writes, 
apropos of the export of gold fromTndiiv** Although gold was found It the hountains far up 
the Indus, it was not exported from Basbarike, the port for, Aberia and the Indus delta. 
The gold of India was spotted in the shape of gold dust, the gold of Ophir apparently 
id noggeta”. 

« 



History.-^ It mayte however, that on the balance, gyld was im^rted 
much more than exporter!; am! that it may have thus h/riired on both the 
sides of tint trade balance in the af^e of the Manryaf and Guptas as if does 


to-day. The saipe may be said 0 / Sdver. . • ^ 

ir metal ware is iieavy and consequently (Jfficult tp introduce dn 
trade duririf,' an af,^ in which transport facilities were not very greatt 
the trade in otlicf Minerals, like the [)recious stones, may have met 
with 11(5 such diliicnlty. I'rccious stones of all kinds, witli^ peSrls heading 
the list, formedVthe subject of Trade between .India and her neighbours 
from the earliest tiiT\ps. Indians were certainly fond of such^ stones, and 
they may have quite probalily imported large .stoits nf it. Uut^heyhada 
surfeit of jiearls', herj^.s, onyx stones and these, with others still more valu¬ 
able, may have been exported after the domestic needs had been met. Like 
gold and .silver, the I’recioffs stones, we in.iy assure, must have figured on 
both sides of the trade account; though it is ditlicult to say from the 
evidence vve can command, if, on the balaiu e, more was exported than 
imported, 01 vice versa. In view of the l.irgc imports of gold from Rome 
in the days when Pliny wrote, the guess may be Inuarded, however, that 
the e.xcess was, at least from the stand-(ioint of value if not of <]nantity, on 
the side of e.xpurts from |ndiaj Other metals, like brass or tin, lead etc. 
were certainly imported, though the form in which they were imported is 
not specified. ,\s cotton manufactures, dye stuffs etc., were wholly Ihdian 
exports so these may be taken to be wholly Indian imports. Glass-ware 
and Porcelain may also be added here to the list of Indian imports, though 
some of the porcelain may <piito possibly h,^ve been exported again. 


There .are no other raanufietvn*; in the tradirlists to consider, unless 
we consider woodwork, and particularly sltijr-, as hdving been articles of 
export from India. Sandal-wood as a hixniy, ,5nd te.ik-wood as a necessity, 
were certainly in demand from the, days of Darius llystaspcs. Put ihese 
must lie treated as raw material mainly, no greater labour tliaijr.hat of 
colleeting and carting being expended upon tl|,(in prior to exportation. 
Of ships it is diflicnll to say, though liidi.ius were great ship-builders and 


‘ “ Moro llmii tliis, howw ,'r, .Apkirati.a,^ l,«, e confirmed the f«et often 

|irovi(fesly nssBttcd, Hint in Southeni Indij there nre i„.lii:ationr of extended dijiinE onera- 
tions hnvinj; heen e.irriod on th#re ", Ball op. eil. the same authority adds that aome Kines 
insisting uiKin ta,x [inymont in gold from s„nn s.simu-ol tlieie subjects, the titter were 
obli^d to spend tnouCbs ^.lahing for gold. 

I Irnproesedtlu- piodefti miUnv Hip niVly, agency for inland transport 
woAroHpttoimdcrratethe importanoo of ihe roads, rnd ^til| ii.oreof the rivers as gefed 
means of trnns|Kirt of all eoiiimoditios irrcajitetiie of flitii ueight. In the days of the .Ma'irva 
Empire, if not earlier, the roads were xvMl loekrd aller. Op, the famous edict o? Aiioka on 
X’ineent Snutim >;.eiv HUm), p, l.lg. Also .MuherjuOp. eit, eh. II: SJiips of the capacity 
of luoo or 1000 ton, or even more were by no iiK-nns rare or unknown amongst Indi^ of 
2000 years ago, • 

♦ Rc, Indian drain of gold from Rome, «oo below. 
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mariners in the da^s, when, on the most conservative estimate, t|jc tran|- 
marine trade of India had certainly begun. Perhaps, the fact was, that, as 
with Britain in "the latfer half of the nineteenth century, the Indian ships 
two thousancf years ago and more formed items of the so-calle3invisible 
«X(forts " doing^leir work of transportatiSn and chargingTor that service 
in the shape•ofincrease^ prices. That ship-building was an industry essen¬ 
tial to the national e.xistence was quite well-understood by the Mauryas 
who held ship-building to be a state monopoly.* B*it tliat does not quite 
justify us in’ass^ming that ships formed part of the trade of IiWin • bodily. 
On tnoiother hand there is good reason to assume that Iiif^ans of old did 
their own ocean-carrying, and perhaps a little liit more, when we recollect 

the story of ancient hidftn colonization, as at Java and’Sumatra. 

• 

Of raw material, the most important trade was in spices and drugs and 
unguents, including therein pepper, cinnamon, c^rdamum, cloves, nutmeg, 
assafoetida, betels, carupbor, opium, musk and llowcr essences, oils etc. 
The last mentioned may be classed as manufactures in so far as they were 
fragrant oils or flower essences (i»ttars) which were certainly very largely 
in demand among the Romans at the beginning of the Christain era, and 
quite prob,abty in demand by the kindred peoples much earlier. The whole 
list of spices may not have been entirely indigeno^ produce ; and, in later 
history, if not about the time we are here speaking ( f, Java and Sumatra 
are Artainly contributing quite an appreciable,- proportion of the spices as 
cargo in the European vessels. We may take it, then, that spices f gure<l on 
^both sides of the trade account, though on the balance, exports must 
certainly have preponderated ; awhile even such quantities as were in fu't 
imported from Java, Sumatra etc. may have served to increa.se onr entrapnt 
trade with the wc.stern neighbours. Opmnt is nowhere s])ecifjcally mentioned 
in the lists of imports and ^.xports; but it has so tong been a practical 
monopoly of India, that it possibly i:sca))ed specilic enumeration by 
Western traders or travellers who \ve»’ no great consumers of the drug. 

It is probably included in the drugs so fre.fiicntly mentioned. Of other 
food-i^uffs, rice has certiiinly formi'd |iarl of Indian exports in the earliest 
times, as evidenced by the survival of the Tamil word for that article in the 
Gr«ek tongue. But, as the Pcriphis says, in view of the difficulties of transport¬ 
ing such perishable commodities over large distances in shi()s of those days, 
th^probajiility rather is that rice and otl*er cereak were subject mtirter of 
trade dnly in so far js they were required for the victu,ailing of. ships.t 
Wheat is mentioned as having been imjiorted'at one-jf the Indian ports; but 

it may be doubted jf it f^vor formed a staple«articlc of regiilar commerce in 

* 

-- - -,- - - - ---- ... .. ...... .. ....- - ■ 

• * ll^egattlheues reproduced in XV, 40 : “ But tho artnour in/ikers and thip. 

builders receive wages and provifion" from fche Kii^ for whoHi alone they work”. • 

Dr. Mukerji’n monograph 0Ef»9Vncienfc Indian Shipping nowhe^ qui^e stal er if the 
Indian ships were so far superior to the stfuctures of their neighbours ‘as to be in demand 
amongst the latter, and^o bodily ex^wrted from India. * • 

t CJp. Dr. Vincent’s e^tion of the p. 414 etseq. 
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tjie pastes it does to-day. Wines figure in the list of imports but not to a 
very large quantity. 

• 

Thi? brief review of the principal articles in the Indiaif trade of two 
or three thousand years ago cantiotbe complete without jnentioning one 
item,which deserves more than a passing notice, ^laves are i»ientioned,as 
imports from Kane, Obolcsk and Omana. * But it is not clear where they 
came from. It is, hov\g;ver, perfectly certain that India rtever had a traffic in 
slaves. • A[firt altog<;tlier from [he religions sentiment of perfeci*equality of 
all living creati^res, which, certainly from Budhist times if not earlie^feid a 
positive embargo on this inhuman traffic, t fhcre is the known fact of 
history that traffic in human beings was nevgr made tlje cold-birfeded busi¬ 
ness in India of tint (^ryans that it was made by the Christian Europeans 
after the discovery of the Americas. Megasthenes and his contemporaries 
may have exaggerated in»complotely denying the existence of slavery in 
India, though, in justice to these ancient observer^ it must be pointed out 
that the class of domestic helps—the <ias(is —were not at all akin to the ' 
slaves as modern interpreters have sometimes imagined. But even assuming 
that an institution at all resembling the Greek conception of slavery at all 
existed at the time of the Macedonian invasion, there is no authority for 
holding that slaves couk^be freely bought and sold and be exported out of 
the country. J The truthTappiSirs to be that, dasas were a class of domestic 
servants, who, owing to the .scarcity or unfamiliarity of coined money,"were 
paid for their services almost wholly in kind; and they being attached to 
the household where they served, did not leave them—perhaps were not 
able to leave them. But they bad good opportunities to kiave—or free them- 
selves—if they so desired, usually their owTi earnings helping them to com¬ 
mute their services, as at a later date was the c.ast? with the serfs in Eng¬ 
land, and so gain their freedom.? • * 

« 

'/V. CHARACTERISTIC^ OF OUR ANCIENT TRADE. 

tt «r 

On a general review, then, of the commerce of Ancient India from the 
earliest times to looo ,A. D., we find the chief characteristic of that trade 
to be a heavy export of manufactured goods qualitatively speaking. Raw 
material for further manufacture abroad there certainly must have l«en; 

Penptw^ i>r. edition, p.*;i4S. " 

t '‘Among trade# five are ethically proscriln-d for the lay helievcr—dagg.in, slaves 
Beah, Wrong drink, poiBoim” _ Cainii.•//>»<,13,S, S,-o also Mmu, VII, 96 which leaves out 
from the list of the conqueror’s booty in victory, the item of the vanquiahed soldiers as slaves. 
At a later age Akbae, definitely (prbndt; this inhuman praitiOo., 

t "fhe slave or servant was an adjmiet in all henseliolds aMe to command domestic 
service; bub slaves do nob appear to have been kept, as a rule, in great numbers, eUber imthe 
house, or, ss in the West, at mtning or “Pfantation pork.” Cuinl,. mu. of Mia, p. 206. 

{ The latest ainotator and translator of the Pft.'plus—Dr. iV. H. Schoff of Philadel¬ 
phia, in commenting upon the mention of Slaves ip'a list in the Periplm says: “The Arabs 
were inveterate slave traders, then as now, and the ports of Oman were always active slave 
markets”. ( p. 161, Op. cit.). 




31 • 


land food>stu%, chiefly in the guise of edible spices, did also figurf in oy 
exports schedule. * IJut from the point of value of goods, exports must have 
[preponderated over imports, textile manufactures ofall sorts forming the bulk 
of these. It was entirely on account of the preponderance of such valuable 
exports, that Iii^ia cqptrived, even in the flays when Pliny *was writing his 
natural history, to dr^n the West of its supply of gold coin and bullion.* 
Though the main feature of India’s foreign trade may thus appear to have 
remained in tact thfoughout the course of centuries, we must not overlook 
the vital difference in the tribute of precious,metals paid to Indfli ii.> the ist 
centtity A. D. and that which she used to derive in tlie tw;flitietli century, 
viz. that while ancient India was, for all her own requirements of food for 
the peopl# and raw material for the industries, entirely self-sufficient, with 
the possible exception of raw silk, at the present time Iivlta is becoming more 
and more dependent on foreign imports for jjer conventional necessaries 
and those of efficiency. The trade of ancient iidia—as in fact of all early 
communities—must h.a.ve been a trade in luxuries. The trade of modern 
India is radically different. As India in olden times produced more of such 
luxuries, relatively to ether peoples, she naturally had a very considerable 
volume of trade, always with a favourable balance due to her, after her 
imports had been paid for by her exports. The present day surplus of exports 
seems rather the result of special encouragement jinder political exigencies, 
which compel the existing Government to veil the tribute which India has 
to f)Ry her foreign masters under forms less exposed to public criticism and 
obloquy than direct exactions would be. And that surplus is the more repre¬ 
hensible in that it consists of a great deal of raw material and food products, 
which might well have remayied in the country to be manufactured and 
*disposed of within the country itself, instead of obliging it to buy the cor¬ 
responding manufacture? from abroad.’A.*, however, we shall have to discuss 
this aspect of the moderj problem more fully in the following pages, we 
’ leave it here and with just a bare mention of its peculiarity. 

• I 

y*^detailcd comparison of the trade Scbedules of to-day with those of 
two thousand years ago.will no doubt reveal some notable gaps. We have 
already referred to the reversed position of manufactured goods. But to 
m^e the contrast more clear, we may point out that such first-class items 
of modern Indian export, as tea, and jute, and wheat, are altogether absent 
in the ancient schedules; tea because it ryas unknown in India and unneeded 
by th« neighbours with whom she traded; jute because, even if it wqs known 
and cultivated, it was an article of too insigifificant .-j value to be exported; 
wheat perhaps because of.the difficulties of transport. On the other hand 
articles which onccUigured prominently in our ifxports schedule—like dyes 
and dy^-stuffs—find no place in the present-day items of export, thanks to 

" Ac wdiug to Pliuy’s-ValBAii//i«(orji, !tii, IS, there wan “nj je»Hn which Indie 
did not drain the Baniao Empire ol a 'huudred million srslercer." rThis wouU equal in 
Englieb money a milhoii eterliug, or a* orore and half of* runeos at the pceaent rate of 
exchange. 
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.reMn in the arts of production. The same 
appear! on the Imports side as well. We now tmporfc very cons.derable 
qSrntities^f textile manufactures, iron and steel good>s tobacco and 
provisions, whifh previously wj did not need to bring, from o^side. 

Ms once Jrc to a revolution in the arts of production.Vn the Ii^drts 
x:hcdik, it mny he noted by the rmioiis, there is nO*art!cle whkh used to 
he imported in oldeif times, hut which has cased to be imported now. 


Antith*r characteristic ot the ancient Indian commerce \vhich may 
as well he notiU here, is the presence of a iarj^e entrepot trade. l^hich 
still persists, thouRji perhaps in .slightly altered forms. Pearls from 
Ceylon; gold from Tibet, Burma and the Golden CHerseneso (whtreverthat 
may be); precious staues and spices from the islands of the Indian archi¬ 
pelago; horses from the cijiintrii's beyond the Indus; silk and procelain 
from China; werc^ all brongtit into the ports of this country, to be thence 
re-exported to countries of the West, leaving us, fifosiimably, a handsome 
commission as middle men. Wlietber it is simply the result of our 
geographic situation midway between the con.suming (or producing) 
countries of the ICast and the pn ducing (or consuming) peoples of the 
Far West; or the consecinence of the skill and daring of our merchants 
and manner.s, their familiarity with foreign countries and adaptability in 
indu.strial production to those needs; the fact was as true in the days of 
Chandragupta and Asuka as of Akhar and Shall jehan; of Victoria®and 
lidward and George that India maintained a considerable entrepot trade, 
which can only he deatioyid if she wo.ifully neglects her commercial 
interest.s. As we shall see more fully lat^r on, the innnense possibilities ■: 
of our tran.sfrontier tiade, with all the inagiiiliceiit hinterland of Central* 
Asia, comprising still nnexploreil* items of animat and mineral products, 
have been in this age very mucli neglected,* jwing to the vast propor¬ 
tions of our present d.iy sea-borne commerce. If India's foreign commerce 
is to expand on the most natural*lines, the transfrontier trade can no 
longer be neglected. For, Vitli railways on the frontier, originally 
constructed for strategic ends, hut quite capaWe of being utilised for 
commercial purposes it only we drop the suicidal rivalries of an unprolita- 
ble Imperialism, there is now none of the difficulties which beset our 
ancestors of two thousand yc.irs ago in the shape of the absence of ade¬ 
quate* moans of commngicationsf .\nd whether that trade is for our 
own surplus or necessaries, or, which is not unlikely, I^y way of ttn .entrepot 
halt, we stand in either^case to derive—as we did in the past—a handsome 
benefit from it. But of this mcnie hereafter. . 


The existence, however, of entrepot trade could not hgj'e been 
possible in thosc_ days, without the necte^iry concomitant of a consi¬ 
derable fleet of merchantmen. Indians* of the Aryan age must have been 
great carriers. Today,' it is true, India continues to" possess a certain 
, gmount of entrepot trade even though she does not possess any share worth 
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mention in the , transmarine carrying business of tiie world* ljut tHfe 
conditions of to-day must, in part, at least, be held to be peculiar; and in 
so far as they are not, '“we must concede the present day mlfcpot trade 
is not quite as profitable as it could lx;.. In the Aryan age, up to a thou¬ 
sand \ears ago-r-or befttgr still up to less tlian two hundred years ago„India 
haTi at least^e? fair shAe of the world's carrying trade in her own bottoms, 
manned by her owp sea-men, and liuilt of her own timber in her own 
ship-yards. ^ Tor furtiier information on this point wo need only j-efer to 
that monograph on ancient Indian Shipping*to winch we hj(ve more than 
once riJferred in these pages. * * 

VI. rriE ORQ^JNISATIOjy OF THE TRADE OF aNiCIENT INDIA. 

With the carrying business mainly in their own* Tiands, and with a 
very considerable entrepot trade, it would not h» surprising if we find the 
system of trade organisation carried to a very hi’di level in ancient India. 
Whether or not the ca%tcs of modern India haw- developed from the trade 
guilds of ancient India, t it is perfectly certain that, at least about the 5th 
century B. C. if not much earlier, * 

“crafts anil conimorcc are llmn’islimg, liiglih cu'ganised cnrporxtely and 
liioally, under condilinns of individual and (•iir|)orn.|e Competition, the 
leading men tliereof I lie friends and connsellorijof kings. We liave found 
labour largely lieroditary, yet, I lierewiAial, a moliility and initiative 
gnytliing but rigid revealed in the exercise of it. And we have discovered 
a thorongl; familiarity with money and credil ages before the 7th Century 
A. 1),’“ 

After a most careful study and analysis of the folklore of India, 
,we find the same high autltority describing large towns or centres 
of exchange, where “tejitile fabrics, .groceries and oil, green groceries, 
grain, perfume and. tlowers, .articles of gold and jewellery arc among 
^the articles sold in the b»i;imrs'' of the Jntaka age. j Partnership in 
commerce were fairly well understood |i though individual freedom of 
initiatjjje and pluck were not restricted, aj in a later-day joint stock 
enterprise, by merely travelling together in the same caravan or bound on 
board* the same vessel. For purposes of discipline, the Sarthavaha, or 
caravan-chief, may have been accorded a certain degree of prestige and 
authority among his fellow travellers and traders. But the latter by their 
acquiescence did not surrender their independence. * 

_._X_*_i___ 

* pr. Mukerji’s ^rk is exoeUenb in regard to the Muhamrscadu aud*the pre* 
Muhammedao periods of Indian Shipping; but rath^ tcrappj^ as tu the later period. 
Heh^oot done suHicient justice to the efficacy of the Britfeh Navigation laws, whiob, 
while building up tbe^niercacitite marine of Knglaiifif ha-* yelped thosughiy to destroy the 
merchant ships of her d^ei^eucies. 

^ + Up. Mrs. Rhya Davids in J. R. A. S. 1901, p. 86b; “The D'liief industries were 

organised^nto guilds ( serui/o ) imder a president {/^ramnkha) cider ( or oljler man Jelhnka )* 
Eighteen guilds frequently mfnilioned as l>eing summoned by t^c king to witness his 
procedure or to accompany him”. • • 

X Canibridgi of Inttutf p. 21^. 

§ Ihid, p. 215. 

{| Op. The KutatamJ^a & ^ Mahavanijya Jatakaf. 
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"fhe act of exchange l.etwofn producer and consumer, or between either 
aifd a middle-man was, lioth hefoi'o and during the age when the Jataka- 

Jokwascornp.led, a ’free- bargain, and a transaction ncregulated, with 

one nofkldo oxceiition, l>y the system of statute fixe pri s 


IJrice fk’torminatioii was thus more in nccorjafice witbjhe ctfricef- 
tion of the iiorniiil ^iricc of modern economists, w’ith the ihcidenta\ resu\t 
of extraordinary inofiteeriiig, giving in one recorded instance at least a 
profit (jf i!(>ooo per cciit.t The intervention of money as the^ commonly 
accepted medmm of exchange is perfectly well-known it» India sinfe the 
age of the Jatakas at K-ast, and the chief coin* were Katiapana,*Nishka 
and Suvariui, all ofigold. 1 It is curious to note that while ijje Budhist 
literature is full of iilliisious to these coins aiid their fractions. 


•‘<lf llij- nuu-i riillcil this literature knows nothing.”§ 

Subsidiary coinage of bronze and copper the,/fni/isn, the Pndn, and 
Kanishkii—weru equally popular; while cowrie-shells were used for pur¬ 
poses of account-keeping in regard to ‘fhnall fractions of commonly used 
units of payment. The ahseiice of any mention of the Puraua coins in 
Buddhist literature is the more note-worthy in that Mr. Kennedy, in his 
learned article, has maiijainc^, and many scholars after him have believed, 
that the art of coinage was borrowed by India from Babylon as shown by 
the Puruiia coinage. || The evidence of the Buddhist literature of kfi age 
anterior to the rise of the Indo-Babylonesc- commerce, as conceived by Mr. 
Kennedy, must be held to be conclusive in regard to India having evolved 
herself her own currency system iusteaii of borrowing them from her 
neighbours, though, of course, improvements in detail, like individual coins, 
may have been received in the n^uil course of fradc from abroad. And 
this (juite apart from the radically false coi^-eption of the evolution of 
currency as put forth by the late Dr. V. A. Smith. 1 ] 

• 

“ There is reason to liolieve tliat tlie nmssities -•/ nmniwm- ii:iht foreiyih 
meiyhanls were the iiiinfdiaJr oeca.sion for ailiipl^on by the Indian people of 
a motallie eiirreney ns well as of alphal'etleal writing." 


* //*'•'’. <if Ifnf., p. Tl»c (. v I'ptign vah tlic purchases of the King which 

were iiiado J>y otlicmlly regulated pricen. ^ 

i Jataka 1, 121 ct sap cp. also Hi4.t p. 2Hj. 

t J. U. A. S. ,/or I901* pp. 882 et etti. Mrs. Rhys Davids; “all marketable 
commodities k services had*^a value expressible iu of v.aah e. g. meat, spirits, ghee k oil, 
clothing, horses, asst-s, oxen, chi(piots,^lavo»i, plate, sandal Wood, valuing, medical aid, teaching! 
the skill of the archer k the artist, the protection of t’-.e forest, gu«.rd, the hire of carriage or 
oxen, pensions, dol^, tines, tolls, the loan of money vfre. Ac.*’ p. 879. , 

* 8 Oamh.-Jiu< oj Ituf., Vol. I., p. 217. * 

11 Foi'Kennedy see K. A. S. 1897 op. qjt. I'or other scholars see, tnfsralM, Vincent 
Smith in theo//ttf/ia, Vol.//,«^. 13o and the rejoinder of the present 
writer in/’/wdww Oamney i^xthanje ami Bankingt' ch. II, p. 38. 

^ Imp, (Tax.! Vol. Uf p. 135. 



*5 


We may take it as a commonplace of economic history .that t^e 
evolution of domOfetic exchange precedes that of foreign commeroe; and 
that the needs of domestic exchange, which even now is ten or twenty times 
more importint than foreign commerce in even the most advanced com- 
_m9r(;Jal nations? will at least be as insistcftt as those of foreign exchange to 
demand the*crAition of^^ commonly acceptable medium of exchange.' 

In a society where trade in all sorts of articles Snd with all manner 
of countries was so flourishing, as we know to h 9 ve been tjje case with 
ancient In(fia;,in a society so accustomed to money valuations as tfie Bud¬ 
dhist*age of India undoubtedly was, the evolution of substifutes for money, 
or credit instruments as we would now describe them,,would be a matter of 
course. Isays Mrs. RhyS Davids: t 

“Of suhstituto.s for current coins for what wore used as such ), or instni- 
meiits of credit, we read of signet-rings used •s deposits or securities, of 
wife or children pledged or sold for debt, and 8f promissory notes or debt 
sheets”. , 

Even though the la.st would be in the form of mere registrations as 
between lender and borrower, tlfeir evolution and use must be held to 
mark a distinct advance in commcrci.al civilisation. The same writer 
describes the last mentioned instruments as I. 0 . U.’s in the Cambridge 
History of India, ! implying thereby, if noj theij negotiability, as we now 
understand the expression, at least their very common use without transfer, 
betvveen merchants and l)ankcrs. The Shc//»'of the Buddhist literature || 
apparently kept large cash amounts on hand, which they either loaned, or, 
more probably, used in business of their owm as merchant-bankers. Cer¬ 
tainly, the minute rcgulation»as to loans of money and interest thereon, 

mentioned in both the Buddhist canonical works and in the Hindu Dharma- 

• • 

shaslras, like the standard code of Manu or Chanakya ,11 could not have 
occurred had not moncy-letjding been a well-known business. The echo of 
’the Aristotelian and Christian fulmination against interest On money loans 
is, ihdwd, found in the still earlier works of the Indian legists. 

‘‘The general tendency of tliis profession to evade any legal or customary 
fate of interest and fiecome the type of profit-mongering finds eondemne- 
tion in other law-book.-,.” § 

* “No one can read the Buddhist canonical works withouk being struck by the 
rarity of aany allusion to silver as compared wi^Ji the frequent reference to gold aUd other 
metals. If was not till towards the Christian era that silver became widely current.” Mrs. 
Rhys daeids in J. R. A.^. 1901, p. 877. 

t Op cit. J. R. A. 8. lor 1901, p. 879. * .• 

t Vol. 1, p. 218 8ee a^o .Vanu, VIII, 180;. “As was the deposit so must be its 
redelivery ” ’ ^ ' • 

II Mrs. Rhys Davids,'Op. cit. p. 882. “It there are any grains of aoouracy in the 
account Sjsieted by Hardy, the unit is evidently a,gold coin, ^40,090,000 of which expended 
on she Jetavaua site buildings etc, i^ent near to emptying Anatfaapindika’s great hoafd", 

1 Op. Jatika IV, 422: see also V^is., II., 41, 42; Mam III, 1^, 18(f| VIII 1B2, 163, 
Baudbayana 1, 5, 10, ^-5, 

8 Catrb. Siat^ p. 218. 
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But i|i the Buddhist period, and under the Buddhist influence, the 

‘^jOgal rat© of iotorost proltaiily between ‘tOO B. G. and 200 was five 
mashas « montli for twenty KoHajnmnns. This i* * * § a rate of per cent 
per annum if^we take 16 masha^ to tlie Kafipanna, or Ip per cent per 
annum, if, witli Haridatla, wlio wrote ouly 400 jears 20 masha's are 
alTowed to tli© Katiapanna.” * • • * ' 

• 

The importance ef the mercantile calling, with its fiecessary adjunct of 
bankinj^anef credit, must have bpen particularly stressed under tte Buddhist 
and Jain influe«ces; since these two cognate bodies of religious d^fftrine 
would imply a general condemnation of many an* industrial pursuit, that, 
according to their conception, would involvi; a hainii (jr destruJtkin of life; 
and consequently cwi^ine their faithful more and more to the relatively 
innocuous pursuit of commerce. It is a curious parallel that the Jews of 
Europe and America, like ihe Hanyas of Gnjerat, have been compelled to 
be merchants and bankers, after the decay of they' temporal power, as 
much owing to the exigencies of history, as to the peculiar interpretation 
of their religious creed, t • 

VII. COMMERCR AND THE STATE. 

With such a dcvcl«pmc«t of commerce, it would be strange indeed if 
the relation of the state towards trade were undefined or unknown. ^.The 
conception of the King as embodying the entire state in his person is foreign 
to Indian history; and, therefore, the state activities which emanate from 
the King only, or chiefly, takes the form of collection of taxes on merchan- ■ 
disc, supervision of weights and measiin*; etc. The Arlha Shastra of 
Chanakya, supposed to he compojcdi in the day?* of the founder of the 
Maiiryan Empire, gives minute details of such dnes^ind taxes, those on 
commerce taking the shape of octroi, road and Terry tolls, ship-duties, and a, 
merchandise tax in kind levied impartially upon exports and imports.I Manu 
lays down : ( VIII, i27-i tq4 t 

"Uuving well cuiisidorod tlie ratOH of purehas© find sale, tli© di0iciilji©s of 
tniiispurt and the overhoad ohiu'gos. let tlie king make the trader pay duty. 

.After careful* consideration the king shall fix in his dominion the duties 
i\pd taxes so that ImiUi the State and the producer get their juat share. § 

As the loach, the Clift and the hee take their food little hy little, so the 
King must draw from his Kingdom moderate annual faxes. 


• Mrs. Hhj-» Bavidu, .1. H,.\. IDOl, p. S8n-81. ’ • 

^ It nmy bo moationod, u rather* straiigr <*omineofeiry on the above, tirat the 
. tUin Banyan of modern Gujeiat,^ after a monopoly for eenturiea of the Pearl tra<l^ in all ita 
vituaaitttdoe, have recently paaaed a resolution declliri^ their intention bo give up this cruel 
trade. * ^ 

t Cp. \ik. n, Ch. XXVIll. «oe also Manu, Vll, 127, 133. 

§ Cp. Adam Smith'ii CawrM ot Taxitiont particularly th^ of oooveoieooe and of 
economy* 
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A. fiftieth parji of the increments in cattle and gold * may he takhn by the 
king, and the eighth, si.rfh or twelfth part of the crops. IIo may alsh take 
the tixth of trees, pjeat, honey, ghee, perfumes, medicines, oiVulimonts, 
flowers, rdbts and fruit t as also of leaves, pot-herbs, grass, canoSork, stone, 
porcelain, and stone-work. • • 

• This lilt, .it will l»e noticed, is strangely silent about cotton stulfs and 
silk-goods, metal work and implements of war or chatio, as well as aid.s in 
« transport, like chariots, carts, horses or elephants, unitss we include those 
in the general yjlo in 127—the very iirst rule as quoted above. Tt is*a little 
surprising that such articles of manufacture and general tr:>fle do not come 
within the pprview of specific taxation. As mentioned ijbove, certain trades, 
like ship-building and mfinitioifs—manufacture, were either specially pro¬ 
tected, or even made into a state-monopoly from the days of the Mauryan 
Empire onwards. But, after a careful review oftthe evidence we can com¬ 
mand, it seems unlikely that the Indian State Had, in the period reviewed 
^ here, realised the duty »f conscious promotion of indigenous enterprise and 
industry by means of active fiscal assistance of the type that now chara¬ 
cterises the fiscal legislation of rnotfern state.s. The explanation for such an 
absence of state interference may probably be formed in the very high level 
to which Indian industry had no doubt attained and which it maintained all 
through the period under review, rendering it^unmjbcssary as well as unwise 
to interfere in the natur.al development of commerce. Freedom of trade is 
unquistionably advisable for countries at a high level of industrial activity. 
And, in case the freedom of exchange threatened to weaken unduly any 
^particular trade or industry, reliance could, and probably was, in f.ict, placed 
• upon the internal organisation oi each trade to secure duly its own interests. 
In any case the general conclusion is inevitable, that, in the earlier periods 
of Indian history, cqnscious, deliberate, •collective assistance to trade or 
industry by means of fiscal regulations was unknown; and that imports and 
‘exports were ta.xcd alike impartially, mainly, if not exclusively, for the pur¬ 
pose *of a revenue to the State. 


Ifi thi9 a tax OD interest ? lam inclined to think it can mean»nothiiig elec, 
t If this ie only a tax on garden produce, iU Biguificaiftio viould be quite different 
from wb^ It migiit be if we regard it as a tax on trade iu fruit, which must presuppose an 
(trt of preserving these peri^abie articlea. 


B 


VIII. INDIAN TRADE IN THE MUHAMMEDAN PERIOD. 

*. 

noo A. D. to 1700 A. D. 

• 

Convnf! next te consider the Trade of India during tjje Muham- 
medan period, roughly coverinffthe period 1100-1700, it may be renyirked 
by way of prefate, that this being a period rclativeiy unsettled, trade ctevelop- 
ment could not takt^^placc quite so effectively as would be the. fase under 
a more peaceful regime. The sway of the Delhi Emperors, until the advent 
of the Mughals, was never uniform throughout India, nor unbroken for even 
half a century or a generatfon. The Deccan was relatively free from the 
dynastic differences of northern India, though even in the regions south of 
the Vindhyas, the clash of Hindus and Moslems wrS neither unknown nor 
without induence. The trade of Malabar with China and the West no 
doubt was flourishing all through this period in the principal articles which 
formed the staple of that trade in pre-Muhammedan and ancient India,* 
Spices, including pep[xu',^cloves, nutmeg, cardamum; precious stones, com¬ 
prising pearls, diamonds,tlieryfe, rubies from the mines of Golkonda; cotton 
goods of all description; woollen shawls, and carpets; Chinese porcelain and 
Venetian glass; t Indian artwarebf all kinds; animals, principally horses J 
these formed the bulk of imports and exports at the south Indian ports; and 
no doubt also figured in the overland trade from Agra via Lahore to Kabul, 
and thence to Central and Eastern Asia, arltl from Multan to Kandahar an;;! 
thence to Persia and thence to \Yesiern .\sia and .Europe via the Ottoman 
Empire.^ Trade, indeed, as viewed by modern standard*;, could not have been 
very considerable in this age of unsettled politics and defective communica¬ 
tions. But measured according to the standards common for this and other 
countries of the period, and jfter allowance is made for the admitted hin¬ 
drances t.:> that trade, there is no reason to doubt that the volume as well as 

« 

* C’/». India in the Fi/tunlh Ccutuvij (Hakluyt SiH ipty’n publications i A: ii'. Speaking of 
Calicut an Arab traveller of tho XV century Aiid er-Ra/aak »ayi* “From Calieut are 
vewela eoutlnually Hiiiling for Moi^-a wbieh are lor tbe most part laden with pepper, x x x 
lo harl>our one may 6nd <‘v<Ty tiling that can be desired.” 
t See Vincent Smith’® 1*- ‘111 12, 

t Say® Marco Polo (1308 A. D.l “The greater part of the revenue of the country is 
employed in obtaining horses fro»u foreign eountries” ( V’careAi, Murray’s edition, p. 296 
Ao Arabian traveller calhel Wassaf estimated the import of Arab and Persian horses in 
Malaltar alone at UbOOO animals c year in the reign nf Abu liakr. op, Elliottf Hitt, of 
/wi., Vol. Ill, p. 28-3:.. ^ ' 

§ Moreland’s ^[luUa a< the Ihath of “Rrncticafty, therefore, there were only 

two regular routes on the ,‘'ntlre frontier—from baliore to Kabul and froir Multan to 
Kandahar. ...Kabul was a large oommorcial oentrf, ^nd a meeting plaoo for merchants from 
India, Persia and'the countries to the north,,whiTe it lay on the route from India to the' 
main Caravan-road between .western China and Earope: Kandahar was the doorway from India 
to the grei^er part o^ Persia.” ( p. 219) In view of the, close relations with Afghanistan 
during the Mi^hal period, w e think Mr. Moreland rather underestimates the importance ol 
our overland trade during this period. 
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the value of that trade must have been quite considerable. It must, of coursef 
have consisted cjjiefly of the most valuable articles in the smallest po*ssible 
bulk; so that <t could Save no counterpart in the modern Indian trade 
in fpod-stuffs andjraw material,* It must also have consistcai chiefly, if not 
wholly, of tl^ surplus prpduce of the trading countries, which maintained ' 
the ideal of self-sufficiency, trade beinp mostly in articles of luxury as 
distinguished from the large percentage of necessaries of life that enter into 
modern trade, t * 

• • 

h t^onnected, consistent and instructive account of tlu;» 1 radc of India 
during this,p>eriod is almost impossible to afford. The b«st attempt hitherto 
made is that of Mor^lanS, in his monograph on “ India at the Dealh of 
Akbar." That writer does not really confine his survcjf to a given date, .as 
the title of the book would lead one at first sigh* to believe; but gives a 
picture, based on good research, ranging pracfically over a century or 
• more. As Akbar's reigit may be taken as the central epoch of this jieriod, 
it would not be amiss to reproduce here in substance Mr. Moreland's account 
of the trade and industry of India, with its direction, organisation and 
relation to the state. Mr. Moreland, it seems a misfortune, is apparently 
intent upon making out a case against the Mughal India as compared with 
India under British rule. His estimates apd observations, as wc .shall 
indicate in the proper places, are defective; but, making allowance for the, 
we believe, unconscious partisanship, which mars the value of such a 
work, Mr, Moreland's attempt is certainly worth recapitulation in these 
•pages, 

• • 

IX. INDUSTRY IN MUHAIWMfc'DAN INDIA. 

• * • 

Premising in general yidt India w'as during this age very nearly self- 
supporting, Mr. Moreland observes: 

• • 

‘18’iie country producod all the food and food-adjunclK wliicdi ordinary 
people required, though not always in sullioierit ijiiantitie.s to satisfy all 
n»eds; imports under this hea<l were practically limited to fruits, spices and 
stimulants. In the same way, all ordinary clotlies were ni.ado in India, hut 
,8ilk.s, velvets and broad cloths were imported from various parts of the 
world.'* ■ 


• ’.\l8reland Op.c it. p. 2:t8 7: “Taking ftast and West togethor, and reckoning the 
commerce •with the islands on hotli 8id(ri of the peninsula, tlie total volume of klie Indian 
foreign trade was probably less than 00,nOU tuns oPthe perio^, wliieh are, speaking very 
s roughly, equivnleat to from 24,000 to 00,000 net tons of the present day.’ 

t Tins remark is nok wholly true of counties trading withjndia, though it may 
pass muster for India %er‘*elf. Pepper, for example, wfii'di liaa iieen described as the 
“hiitoriea^ foundation of the direct trade between India and western Kurope” (Moreland 
Op. cit. p. 222) was a necessity of lifp to all the north %iro]>ean countries for seasoning 
• their meat-supply for winter use. • It tnay also he added that toh/uxro, which forms sw^h 
a considerable proportion of modern Iddian imiwrts, though introouced in India about 
1604, (Vincent Smith’s ^t/.rr, p. 407) doe;*not hgure very largely the trade of the {>erlod, 
probably becauae of its early naturalisation (Op. cit. p. 403 ). 

♦ Moreland’s India at (As Dtalh «/ Akbar, p. 142-3. 
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Fo«ien testimony, however, which people like Mr. Moreland are 
easily'induced to accept, has been recorded to the effect 
manufactured larf>c qimUlies of these last mentioned sli#. though 
conceding thatjiU the mvtahvarf used within the country,was made there, 
he considers, that much of the raw material was irnPprted. Bdt the 
remark can only be acccpii-d, if llie point is c^nccdQd«that transport 
facilities in MuhatTimodan India were sufficiently developed to permit 


considerable trade iifsuch cheap but bulky goods. We consider the point 
about {raiispovt and conimunicfltions below. Here it is cnoiigh to note that 
both Mr. Mor?tela!ul Dr, V. S. Smith incline,to the-view that i<oads in 
Muhammedan India^verenoi very good.t To speak of only one nv;tal iron 
the great demand for it only for armament pifrposes* including artillery since 
the days of the Po*t(lguesc advent, not to mention the need for agricultural 
and other implements, coiikl not possibly have been met out of raw material 
imported from abroad, fiidia liad excelled for ages past in iron and steel 
goods, particularly arms and armour of all kinds, k must have been the 
same with regard to copper, which loomed so large in the currency system 
of the country throughout this period. \ 


“Of niinonvls otiior iliim metaU ilio most.important at this period were 
salt and diamomls.” *{0)). cit, )i. lol). 

t • 

Salt was produced for local consumption from sources v'hich 
probably have endured to this (lay--Sambhar lake, Punjab mines, 
and the sea-water on the coast. Internal trade in this article was very 
considerable, but it did not iigure at all, cither as import, like now,’ 
or as export in the foreign trade of the country. Diamonds on the other 
hand, being easily producible aluips^onthe surface, the famous mines of 
Golkondali, which are sup[)osed to have yitilikxl Kolti-noor among other 
gems, were in full operation during the Miihatfimcdnn as during the carlici 
Hindu period. Tavernier, the Flinch jeweller travelling in India in the 
% c 


* Wlioeler, (op. oit. }>. 418) bniitig liin remarks oh the tontimony of Tejry who 
aooompaoied Sir Tlioin«H hoi'wriN'.s: “'riio inosf iinpiirtant .stapled of the Moghul Empire 
were Indigo, which was tnaiiufacturcil in \alH, aii<l ctitton \\o<il whi«th was made into calicocH. 
There wae alt'o a gi>od Hujiply of silk, whi« li was mado into vidvctH, satins and tadetieu, 
hut tho U'st of tluni word not so gootl as thotm made m Italy” cp. also Vincent Smith’s 
Akbar\ p. 410-11. St-o also Mr. Morclami’f <'wn olist rvntions on p. 17r>. 

t,.TIie “Rond.*', eitcc{>t. i’ortain great highways, were not good, and p^rtnahent 
bridges over rv(*n Hmalhn-rivers wTi;e rare”. V. S. Smith, op. cit.'^ p. 413: “There were no 
metalled roads though tlayiiain routes of land travel were elearly defined in some eases by 
avenues of trees, and more generally l^y walled enclosures krowo as Narais in which travellers 
and mercljanta coulli lw^s niglRs in comparative seeurity”. Mor(^land op. cit. p. 6-7. Mr. 
Moreltotd says, however, “The i<outh of India obtained copper frbm overseas, but the north 
depended on supplies Ux'nllyi^mim'd, pm^ticnlly the whole country had totirely on its 

ownVeeourcea in regard to iron {p. 14 7, op. cit.) ’ 

♦ One of thf Currency Ileforms of the great T.aghlakh Emperor Muliamined 
aimed at the aul»Ktitutj|on #)f copper for more ••■outly metals in (mrrency. Throughout the 
Muhammedan i)crioil cupper was quantitatively the moit .imptirtant currency ingredient. 
Iron was ev'ou exported from India in the shape of steel weapons (p. 150 op. cit.) 
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eighteenth century, estimated the diamond productidh as giving employment!* 
to 60,000 men on tfie.Dekhan mines, with another S,ooo in the Chota'Nag- 
pur mines, whjie *Morela(id estimates the total yield at 20 lakhs of rupees in 
the currency of t|je period* 

. • • » 

• Along v>itl| the pi^cious stones may also he mentioned pearls, \\thich 
continued to be the staple of Indian trade in either direction all through 
. this period. Mr. Moreland abserves that 

Indian waters liiid notliiii!; aiinvoiii liin!; a. nion(/|ii)ly of their 
j)rofluction”;t ' 

but he concedes the well-esta’ldishcd character of thi^ industry, which 
was estimated to engage as many as 60,000 people! There cannot, of 
course, be any doubt that the Pi^rsian waters wjeie productive of pearl- 
oysters ; but (pi.antitativcly all records seem to agree the Indian, including 
^he Sinhalese waters, trtfde was the most important. The consumption of 
pearls was very great in India itself, being used freely in dress materials 
and emblems of royalty.] But the production in quantity must have been 
greater still, as pearls were no doubt exported from this country all through 
this age and after, down to our own times. The authority we have been 
relying upon holds that the income derived frc*n thi*; industry 

*“ cannot have heeii snllicient to make a material (lilVereiu e to the popula¬ 
tion of the whole country". 


,t)ut he adduces no argument Jtcyond his own judgment for such a 
conclusion. The industry, though speculative, allbided employment to about 
60,000 persons in the Cbylon and CBrcmandel waters alone, without 
mentioning the pearllisheries id the Gulf of Cambay and of Cutch. i And 
while it may have brought no income to the poor diver beyond 
his ordinary wages, to the merchant it certainly meant in all probability a 
fortune. *\Ve shall have more to say about thisd point later. But wc may 
remark here that pearls, and other precious stones, though they may have 
figured most probably on both sides of the trade account, on a balance, 
pearjf at least were more imported than sent out. Mr. Moreland makes 


* Opf cit. p. 152. • * 

* f p. 146. * 

+ Leaving out nuel# well-known uhe of ircnrlw an iy the I'cacof;k biirone of 8hah .fehan 
we may quote here two inntam en from a traveller, Ahdul Ifj^aak, of the XV century 
*vibiting Vijayanagara. Speaking rd the Kingb rtresH nays "He wan clothed in a robe of 
^aitun Hatin, and he had ^uud hia neck a collar coinpobcd of pure jKiarifi, the value of wfjicfi a 
jeweller would find it difficitlt to calculate." Or, again, bfieaking of tlic throne of the name 
mooateh, fw saya "It waa of a prodigioua ai^e, ^iiadc of g^d inlaid with lieautiful jewela 
and ornamented with e.xceeding deiicagy*and art; accing that thia kind of manufacture ia 
howberc excelled ih the other kingr^ma pf the earth, lieforc the throve tbede waa placed 
a cuahioo of taitun aatin, round w-hiefa three rowa of the moat qxquiaite pearla w-crc aewn". 
cp. Elliot, op. cit. V’ol. iV, p. 113 and 120. 

8 Both theae aootcea, pvrticaUrly the Utter were worked down to oar own day. 
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«o mention of other precious stones, such as emeralds, saphires, rubies, 
topa^ts, beryls, onyx, which were mentioned in the earlier trade lists. The 
very minute regulations, concerning the classificatioii and perforation of these 
stones and their^values, given in the Ain ought alone to suffice to say that 
trade in these must have been as welt known as the art offsetting themnip,* 
Ifndt India's native produce, the precious stones certainly afforded, an 
excellent entrepot tmde. 

• • 

•Tubbing from mineral Jo forest produce, we find woot^work of all 
sorts cntering*vi the trade, though perhaps cabinet-making *of modem type 
was not develo))ed. I'.ui wood-prodticts most importantly occurring in trade 
must have been the Indian ships, which werp builUlarge enougJi*to serve in 
their time, and ftt/ore the industry was destroyed by British Navigation 
Laws, as ocean carriers. , 

• 

“ Tho geiionil atlilnile uf luitliurilios suggests In me”, 

says Moreland,t 


■'Tlml iipurt l'l■um llie l’(jrtiigiiO,so trmle to Kurope, the great bulk 
of llm eonimureu in tho Imliiin mnib whs eurriod in ships built in India, and 
that nioKt of thiesii, iijul (mrtiiinly all tho largo ones, wera constructed on 
the west const 1101 aliiiriy 1*110 conlro hut at vuriuus port.s, or inlets within 
easy roHch (d' the |■..l•est,s. It is praelletdly cortain that fndia also built 

all the Mutdl Is.ats roipiiroil for Iho roasting trade from liongal as •far as 
Sind, anil tho aggrogato volume of slniiping was therefore very great when 
measured by contemporary standurd.” 

Mr. Moreland is, however, more concerned to show that if ship-builjl-' 
ing in India has declined since tjic Muhammejlan period, compensating 

• .. 

• See Mn i-AUn.-i und. r the .loorl oltir,. 

so well-known l-hnt it ismccllcw to mention it line, but tlio.se w|,i,;h have si„,.o eome into 
Hia M»jc»ty’H |>os»C8Bioi» afo of t he followyig rntes: -- 


Wcitjlif' 



'I'anka 


\'Ahi»' of cn' l 

Uul'icB 

11 

•20 

Kj*. HH>,000 

Diamonifs 

T)' 

4 

M 100,000 

TsmeraldB 

17!. 


H f)2,000 

Saphirr** 

4 

7' 

„ 50,000 

Pearls 

»“> 

o’ 

50,000 


He does not tell us l.ow nmuj of c«eh wore in iliojow,U office. Tho fullowing from 
AI-Biruhi my also ho noted "Mn abiir (which the editor o( Sir )f, Elliot’s history identifira with 
the Coast oi Coromandel) Ivom Kulahi to the country of Silawiir extends three hundred parsanes 

along the shore.Lafge ships, ealled in the language of Chioa “junks” bring various sorts, 

of choiee raercliandkc and elolljes frijlti Chin and Maeliin, BtidJ.he countries of Hind and Bind 
Tho metchantii export from Mabar ailhn .'ftpys, ai eniatie r-iou, Iargt/,eaWs are brought up from 
the sea. The produeliims of this country arc carried to Irak, KhurMan. Syria, Rum and Eittope 
Tho Country produces . rifid,- and arifiitarif i/ritwt, and in the sea are many ^rfs (Elliot 

Vol I. p. fi») S*3 also V. Hair.s Tavernier; and IV appendix to “ A/oi j/oUm Empin " bv 
Sewell as to the tiislory of some leading diamonds, like the Kho-i-noor (mined by Mirjumia 
in 1866!) the Mughal’s or Baber’s (1628) tho ffln’s Egg &o. got by, Alauddin in 1304 4c. 
t Op. oil. p. 170. 






industries of road-carrying vehicles and railways have been built up>and that 
consequently there is a large balance in favour of the present regimS. He, 
therefore, does Scant justice to this obviously great, if not the greatest, in¬ 
dustry of m^i^val India, contenting himself with the ^remark that the 
ordinary vesseljVere of small capacity; and that the larger ones were few in 
nifmber.* As ijsual, however Mr. Moreland gives no authority for stch a 
slighting judgment, beyond his rather exasperating “I think”. One is, there¬ 
fore, forced to acfduce contrary evidence to shoh’ how completely an 
ingrained prejudice is apt to lead astray even such a most coftipetent 
scholai. Thus the Sultaqs of Gujerat, the most advanced'maritime pro¬ 
vince of In^ja, second, if at all, in ship-building to Mjlabar, were in the 
habit of maintaining lai^e fleets in the fourteenth and fifteenth centuries + 
and styled themselves Lords of Sea. | The European ttdveller Nicolo Conti, 
mentioned by Mr. Moreland himself, says ^of the Indian merchants: 

« 

“ They are very rii^h, so mucli so that .some will carry on tlioir business 

in forty of their own tfliips, each of wliicli is valued at to,000 ijold jneces." 5 

A ship‘“costing 15000 gold pieces of those days which in purchas¬ 
ing power would exceed a million sterling of to-day,—we can imagine 
the size of the ships built at such a cost. And given only a single such 
merchant in ports like Surat, Broach, Goa, JKalikot, Mangalore and 
half-a-dozen on the Eastern coast to Satgaon, we get a fleet of some 400 
ship? of the largest tonnage. |1 There is nothing to show that shipping 
had declined from the days of the Sultans of Gujerat, the Bahmani Kings 
of the Dekhan and the Hindu Empire of Vijayanagar to which such 
unprejudiced foreign testimony .relates. Basing himself on the authority 
of the Englishman Fryer—an English Doctor of the Cambridge University, 
who came to India ip 1675 in the empfoy'of the East India Company, and 
published his observations iyi 3 er the title of “A new Account of East India 
'and Persia" by John Fryer, M. D. in 1697—Mr. Wheeler, in his History of 
India, says: ' 


•* Op. Cit. p. 171. “w'ritinj; in tlie fifteenth ccuturjr, Cooti had recorded fcbo existence 
of ships of 1000 tons much larger than any with whi<;h he was familiar in the Mediterranoao, 
aodyihe early English visitors to Western India described vessels of even greater siic, second 
only to the carraks bmlt by the Portuguese. These Indian sfai^ were used only for the 
pilgrim voyage to the Red Sca» and all told there were not^ I think, more than haU-a^-dozen 
of them inexistence at one time.” * , 

^ Stevenson in Kyr’s Voyages XVIII, 324» giving an acoount of Odorio’s Voyago in 
a ship carrying 700 people. ' , 

t When Hamayun conquered Gujerat in 1536>he, on securing splendid jewelled 
-belt of Bahadur Shah of^ajerat, said ‘These are the equiptlents of the lord of the sea.” op. 
BayleyV, Oi^eral, p. 380 and also ElpbinstoneV Appendix bo his Hittwy of India as regard 
the fleet if Mahmud Begada of Gujerat. • • . * 

8 India in ^be XV century, H|ldujt Soolety’a Publioation ii, pp. JI0<-37^ 

U Abdur Basaak, an Arab traveller^ the XV oeotmry, says: The King of Bijanagar 
has 300 sea-porti, ever/ one of which ia equal to Kalikot.** opu tUio8, Vol. ZV, p. 103. 

6 
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“ The Moghul shipping lay pretty close together in the Surat river. 
^o*nie of the vessels were more then a thousand tons burden. Altogether 
there were more than a hundred good ships, besides,smaller vessels. 

• • 

With sugh authorities the contrary, we cannot believe ^ Mr. 
Moreland to have been justified in holding that tljere wer^ altogether not 
more than half-a-dozen such ships all through thif count;ry, we call India 
to-day. t Fleets, In Moghul wars in Sind and Bengal^ of from lOO ships to 
several tjjousands were not very rare on the Indian rivers^ while in the 
Indian ocean proper, similar, though smaller, Indian fleetscften engaged in 
battle the iVrkish, Arab and European pirates from the fcMrteenth 
century downwards. We may then conclude that ship-building was a 
most important industry in the Muhammedan anif in the Hindu period; that 
in point of value it Ts exceedingly difficult to estimate, but could hardly have 
been inferior even to the friost well-known, as the best established, industry 
in India, Cotton manufacture;! and that its significance is probably 
obscured by the ships figuring only as "invisible imports'' of India in the, 
Muhammedan period as they did in the Hindu jieriod. 

Next after forest produce, we may notice agricultural produce as a 
constituent in Indian commerce. As a rule food-stuffs did not form any 
great proportion ol the ^omnmrcc of Muhammedan India—food-grains being 
chietly produced for local and immediate consumption. Some grain may 
have lieen the subject of commerce for provisioning travellers or Ihips § 
but the amount as well as the value must have been insignificant. A food 
material, however, which may have entered very considerably in the 
Trade of Muhammedan India is salteil or jried tisli, which, besides bein^ ' 
an important item in the food of the [xiople in the maritime and riverain 
provinces, should certainly have found |)urchasers in ijhip-masters and their 
fellow voyagers. U Fish-oil was a bye-|iroSnf:t equally valued by ships 

• Op. clb. vol. IV, pb. IV. p. 499. , 

i In tho SircAr of Tatta At(^e, ACf^ordiiig to tlio autlioi' of ^Here ware 

40,000 boaU ready for hire, largo and stnnll. One of the Indian built ship? measured 
by the English i<a()tAiD Saris in the Hod So» about Ifi 11 waail53 ft. in length and^42 ft. In 
breadth, 31 ft. high and 1200 tons burden, op. Dr. Vin'cnt’:i Commerce of the Awienie Vol. 
n, p. 8». 

t The following*guess, however, may be venturer! on authorities already cited, llikiog 
10 ports in India of the .dzc and trade importance ot Surat, Kalikot or Satgaoo, ech with 
fifty first rate veenels of 1000 tons each—^ or greater number with a lower averaf^e burden ) 
wo got AO Indian meraiitile fiiarine of 500 ve hoIb or half a million tons for sea,voyages. 
Taking the average coi»t of each nueh veasel at Rs. 6 lakhs of the ttime ( a dinar ft valued at 
30 rupees by V. S. Smithy and a tirift rate ship is given ai oootin*/ 15,000 gold pieces in XV 
oenturyKSee auto. p33), tho\'>00 voaieft, if replaced annuallj^ must have involved an inda^^rial * 
output of 2i croreH*of rujwee, equal, in purchasing {wwor, to dVer ISorores to day. Including 
riverboate, coasting craft, pleasure boats and naval craft proper, the industry must have 
been still more productive. ^ ' 

* § As it did in the earlier period noticed by4.hc See ante. cp. also Moreland, 

Op. oit. p. 157: “It«) poeeiblo that a certain amount 8f^raiu was milled at Su'at and other’ 
ports in oonueotioo Vith the provisioning of ahip\ 

II **Varioua travelers record that its (fish) ur,e was common in South India, and ^lat 
it n'as Bometimis dried and salted for provisioning shipe.” op. c^t. p. 145. 
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as well as for local consumption, while “ the use of fish-manwe was, 
established in Gujerat when Thevenot visited Surat in iG66."* * * § 
Speaking of tl\e trade in*animals, Mr. Moreland mentions horses, , 

• * ^‘which werS required in large numbers under the prevailing military 
• system".•> * * • 

• 

But he is inclined to consider the trade in horses, which were very 
largely imported from countries beyond the Indus, Arrdiia, Persia an^ Tiir- 
kestan,»to be mofe in the nature of a luxury trade, at least for nprthern India, 
though even he is constrairfed to admit the necessity, from tin? stand-point of 
national seoulity, of lq)rs'i impojts in the south. The dctmestic production 
of horses is not quite so scanty as Mr. Moreland’s rather slight .account 
would lead one to imagine at first; for Abul Fazl mentions several places, 
amongst them Cutch I as producing animals as jjsod as the best Arabian 
horses, which did produce horses. Akbar had 12,000 horses for his own 
•personal use in his priva!e stables; and this fondness, coupled with the very 
wide-spread custom of including a hprse in Durbar presents, required large 
imports even for northern India. 

" Merchants " .says Abul Fazal, " bring them fyora the two Iraks, Room, 
Turkestan, Badadakshau, Shirvan, Khergltez, Tibbet and Oashmoer, and 
deroves are continualy, andving from luran and Iran.” § 

If the trans-frontier trade was thus brisk in northern India, which 
liad its own breeding places, and which nevertheless imported several 
thousands every year, in the south that trade was still more imixortant, 
owing to the scarcity of local supply, aiKl tp the great, steady demand for 
purposes of war as w^c /11 as of trjidc. As the roads south of Golconda were 
■ever suitable for wheeled traffic, horses and other pack animals were much 
in demand for carriage of goods and passengers. 1 | From the earliest records 
of foreign visitors and local observers, we find notices of horse trade from 


* Op. cit.; loc. cit. 

• t Op. cit. p. 197. , 

t “There are fine borHee bred iu every part of the empire, but those of Cutch excel, 
hain^ equal ^ the Arabs. It is said a long time al^o aa Anb^o merchant 'was shijvwrecked 
00 the c6ast of Ketch, and that he had seven choice horses, which are reported to liave been 
the progeoiton of the horses of that place. In Puajal/are bred Worses resembliog Irakies, 
^apecialiy in that part which li^s between the river ^ind and Hehet which is also called 
Setmley. The following pltces also produce good borseti: Putt/, Hibetpoor* Bijwareh, Tebareh, 
Agm* Mew^ and the subah of Ajraere.” Ain, Gladwin’s Translation, p. 136. 

§ Ibid p. 134. 

5 lo the wars of Hyder and Tippu, the commissariat ^as transported by the now 
famous Maload bullocks of the trotter breed which figures even under the Vijaynagar 
regime. But horses were al»» used as pack animals. 
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oountries beyond the seas as regards the Indian region south of the Vindhy»8»:r. 
and thJ successive rulers of the Dekhan were anxious to make terms fot-a ^ 
regular supply of foreign horses. Thus A 1 Biruni* one of the earliest Arab- 
writers on Indi assays:* 

•“M’altar is, as it were, the key of Hind, x X X xV There^r#no horsefTin 
M'ahar, or ratltfr those which are there are weak. It was agreed that 
every year Jamalud-din llirahiin should send to the Dewar 1400 Strong 
Arab lirsea obtalped from the Island of KIs, and 10,000 hprses from 
all*the islands of Tars, suffh as Kalif, I;ahea, Bahrein, Hiirmu/,, Kadahat 
etc. Hack u recbmcd north 320 dinars of led^goU currerif." • 

A dinar, it may'be noted in passing, ha$ beenaestjmated t*cf be equal 
in value, in Akbar’3»Umc, to Rs. 30 t; and at that rate the trade for this 
portion alone would amount to Rs. 7,52,40,000 per annum. The same 
story is told by Wassaf soitie three hundred years later, who adds that the 
sum'^total of the value of tlfc horses imported 

• 

" was paid out of the overflowing revenues of the estates and endow¬ 
ments belonging to the Hindu Tcinplei, and from /ho too- njjon courtezans 
attached to them and no charge was incurred by the public treasury,"* 

From the X to the XVII century, therefore, we may reasonably assume 
this trade to have lloui^shed, more particularly in the south. Its volume 
and value, including public ana private transactions, arc difficult to estimate. 
The figure of 7.5 crores relates to the transaction with a single state, tom- 
bining north and south and given an average import of 100,000 horses all 
over the country, per annum, a most modest figure in view of the large , 

• C|). AI JUruiii from UashiuddiD, traoulated in Sir >1, FJlliot’s Histm't/ of Iruixa^ 
Vol. I, p. fiO. MW>ar in identified in Af ftlitor’n note wibli*tlio Coromandel coast. Ih the 
iHland of Ki» the thinjj fin the modern provinoo fif Kufcoli, or CuVh ? 

t Cp.'V^. S. Smith in tlio d. H. A. S. for 1^115 on “'Kio Treanure of Akbar,” p. 238. , 

X Elliot op. oit. \’ol lit, p. 33; WaHsaf wnM a nom <Ik plume eignifying panegyruJt* 
His vork i» oonNidon'd to ho a olns.Hio and fortninly hiji doaoription of Hind is a gem of 
rhetoric even an it rcadti in tlie EnglHi translntion. Cp. p. 20 op. cit. 

“The !ca>o«, tlio hark and the exudabumfi of Mh* tr^e», the grass and the woods of 
that country are cloves, spikenard, aloe wood .snndal, camphor and the fragrant <vood of 
niandal. Wliite amber in the drugs of its tua, and its indigo and red Bakham wood are 
coamolioa and rouge for the face; the thorns and wormwood of its fields are regulators of, the 
sourco of life, and are useful clwtuariea in the art of healing for the throes of adverse fortune; 
ita icjf water is a ball of mumiya for the fractures of the world; and the b^n^to of its 
commerce display the j>eeulivit»e^ of Mdiemy, tlie hedgee of its fields refrerh the hanrt 
like the ^.ipfluence of tlie stars; and the margins and edges of its regions are be4.*fe11ow8 oi 
loveliness; its miraholans impart the blackness of the youthful‘‘hair; and its peppercorns 
put the mole of the faoo*‘nJ beauty on the fire of envy: its i-uWes and the CorwHans are like 
the lipe end cheeks of charming grls; ita light shedding rpeesses are all mines of coined 
gold vid its tr('aauries and d^f\^tories are like oceans full oj polished gems; its trees are 
in continual freshness and verdure; and the zephyrs of its air are pure and odon{ermts;ibe 
various birds of its boughs rre sweet singing parrots, and the pheasants of its ^rdens are 
all graceful peacocks.” • ^ 

It may alHo«l>e added here, as a matter of curiosity of Indian History, that in Vijaya* 
nagar. at the time that A«bdur Kazaak visited it in *1442, the police were piud 12060 fanams 
or' panamji a day out of the proceeds of a lor «n lAs^TnMihffesiQ the city. See Elliot, Vol, ‘ 

IV, p. Ui-na. 



arwias-maintained in these daysr-with an average value of Rs. looo per* 
horse, the trade would aggregate lo crores in value at least. * While Worses 
figured chiefly, orif the import side, elephants may have been exported; but 
there is not mucl) reference to that fact in ^le records we nojv have. Proba- 
Hy'thfe trade in |1ephants, in so far as it did exist, was by the land routes 
onl^; and ma*^ Imve amounted to a small fraction of the horse imports.* Of 
other animals, peacocks, apes, parrots and other biftis, if exported or 
imported, there is no specific mention; and we may, tliA-efore, conclude that 
the trade in them, if any, must have been insignificant. The land-tr^de, as 
will be more fully noticec^in its proper place, even now-a-da'^s includes an 
important fsaction of imports of animals, though at tlip present day these 
animats have lost thfir did importance, thanks to the development of new 
means of conveyance. Camels are used as beasts ofburden even now in 
countries on and beyond our northern and Western Frontiers; but it is 
doubtful if they ever figured considerably in the? foreign trade of India on 
.either side. • 

The other beasts, cattle, counted with agricultural production, though 
used for purposes of conveyance all over India, were more thoroughly used 
in agriculture proper. Certain special breeds, like the Malnad cattle in the 
South and the Gujerat cattle on the West, may have figured in the inter¬ 
provincial commerce. Hut for foreign expert, tlie prejudices and neces¬ 
sities, of the Indian ]reople alike forbade them to export cattle. And the 
countries with which India was in the closest relations had by no means a 
surfeit of such animals as to cause their imports into this country from 
•Ircyond the seas and the mountains. The only form in which c.attle could 
* be said to have formed part cf the Indian trade during the Muhammedan 
period was, probably, in sj<ins or raw hj^les^. Mr. Moreland, indeed, says 

“It is clear that* the Pxtei#iivo ex|iort i)f hides and the impoi'l of varlou.s 
finished articles are quitt modern phenomena, and that, in tlie time of 
Akhar, India as a whole was .self-contained in this branch of induHtry.” 1 ' 

But* as usual he cites no authority for <the remark, and we have to 
explain the best way \je can the radical change from the earlier Indian 
trade.* Skins as well as hides arc certainly mentioned in the Hindu period, 
and^ there is no reason to conclude that the trade in this item had utterly 
declined; though, of course, the relatively low value' of this article may 
have occasioned silence in respect of it.', , • 

'This is the value, as given by Pyrard anil adopted l.y Mr. Moreland, aegarding 
horses in Goa in the titie of Akhar. That price eouki not have been much lower even in 
. the north, in spite of its own breeding places, for Goa was a #ea [)orti while the price in¬ 
land would lie obviously more.* Our estimate, the«'fore,^ la most iqoderate. According 
to Seesetti quoted in Sewell’/i “A FonjotUn Kmpire" j). 210, Goanese trade with Vijayanagar 
alone was so valuable that the tax on the horse trade alone “produced a revenue in the city 
(Goa) of lA to 160 thousand ducats, which now reaches only six thouiand.” 
t Op. cit., ij. 102 , 

t Against this see Marco Polo, who, speaking of Cambay in thj Xllf century, says: 
“It prodnoes indigo in ^jlenty and much* fine buckram; cotton is^xported hence; there is 
a groat trade in hides wiaoh are very well dreesed.” Trattlt of Mam Polo, Marsdea’s tram, 
ft Wright’s edition. • 
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’ , Before discussing the most important group o£ Indjanmanufactures— 

the textile goods—a word may be said about Sugar, which, jertainly, even in 
Muhamm^an India, occasioned some trade, and oils, tvhich hav«e, as unguents 
and perfumes, always figured ire the foreign trade. But p both instances 
the Ipcally produced raw material was made up into Jhe finished article within 
the country itself. The trade in sugar was largely Interpratincial, Bengal, 
Lahore and Ahme^abad being the chief centres.* The oil-trade was with 
foreign countries as well, though it is difficult to say precisely, what pro¬ 
portion of the Jndian produce was exported. Opium and Iftdigo, with the 
dyestuffs, mad(? out of the latter, were practically Indian monopoliSs; and 
figured extensively by this time as exports from In^ia. Paper,Kgp the other 
hand, may have bcfn imported, but Mr. Moreland concedes: 

' “I think it mny ho snioly assumed that it was made at various places 
throughout northern tnHia hy the handprocossos which liavo not yet disap- 
• pearod. The (piantity used was, however, very small.” t 

Porcelain, also, and glassmire mujt have been largely imported. 

Historically as well as commercially, the most important item in 
the trade of India, however, consisted of textile manufactures of all sorts. 
Mr. Moreland holds: J , 

“Silk-woaving was a minor industry in the time of Akbar. X X X X X X 
Of the poi'iod ahout il may ho affirmed that the export of manu¬ 
factured goods was Miry small, that the home market was limited in size, 
and that ii was supplieil largely hy irnimrtation of foreign goods." * 

• 

But he comes to this by deliberately ruling out the testimony of hid 
own European writers like llasiioSa and VarthSma, the former of whom 
mentions silk goods as being supplied from Qujerat to Africa and Burma; 
and the latter asserts that Gujcral supplied < 

• ^ 

‘‘All Persia, Tartary, 'Jturkoy, Syria, liarhary, Arabia, Ethiopia*^ x X 
with silk and cotton stuflV 5 


Terry, the chaplain of the first English ambassador to the court Of the 
Mughal, expressly mentions • 


‘‘ A good 
tafffltacs” II 


supply gf silk, which was made into velvets, |Stilis and 


* Op. Moreland, p. Vo 7 
t Op. cit., p. Vtt4 I 
t Op. cit. p. 17 ‘J. 

S Ibid. .. . t 

5 Op. Wheelfr, Hift. nf Mia, Vol. IV, i*. 2, p.a4lS, Says Abul Pa?l: 

"Through tUb attention of lliii Majeety, a‘Variety of new manufactures are cstabtisb. 
ed in this country and the clothej fabricated in Persia, Europecand China have become 
cheep and plenty." Gladwin, p. 91. See also Alberuni quoted enie p. 36 ss to the export of 
silk stuffii from the beginning of this period. < 
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Vijayanagar, Barbosa had noticed it a hundred years earlier and 
Abul Fazrs detaiM evidence in the Institutes of Akbar almost pas'se’s for 
nought, Ignores the results of his own laborious research* for he has 

noted in the sanje work, but in another pljce, that: , 


rs '■*? is-™* i., a,?', j; 

c»mplete suits were made up foi' liim ovei-y year allowane.r ‘ 

foi*the practice „f conA-rriug dresses as 1 r.uvard el dist 
sons apearing at court. Abul Fazl di.stributed I,is efttiro wardrobe eJory 


year among Ids servaftits, aial a vai-ietv ol ca.siiai 

1 .1 1_ .1* 1 , I <. ‘ 


v , o r 7, ..’. ......... .....,..,,.,.1 alhesiojis 

large stock of clotlies was an ordinary feature of couW lifo 


■sjojis indicate that a 


With such an etiquette prevailing, the. domestic market, though 
small, must have been ^uite paying enough to stimulate the native manufac- 
• turer, encouraged by every device of royal and viceregal and aristocratic 
patronage, to exert himself to tie utmost; and so produce a balance for 
export. With such centres of production as Hurhanpur, Ahmcdabad Pat- 
tan. Benares and Lahore, besides the royal ca]iitals; with the admitted' 
testimony of traders and travellers of the time; it rs unreasonable to deny 
the existence of a good silk-manufacturing* iiidu.stry in India, serving for 
export as well as for domestic consumption. This docs not, of course, mean 
that no silk-goods were imported. Raw silk hulked largely in the Indian 
imports in this period; and silk goods also must have contributed an 
,'appreciable proportion. The Indian c.xports were a historical fact, though 
these exports may have consisted only in part of the stuffs manufactured in 
India. The balance must have come fitucthe foreign imports, which in 
this as in the preceding p^e?iod, must have constituted the bulk of'the 
Entrepot trade of India, t 


/ft of silk, so of woollen stuffs, Moreland liakcs a rather gloomy view 
though in this case he se«ms to be on firmer ground. The Indian people 
did not consume any great quantities of woollens, and hence probably the 
relative indifference to that industry. The demand for wpollen clothes from 
the Mughal nobles may have Ireen met by foreign imports, India not produc¬ 
ing wooWt all sufficient to speak of. E.xyeption, o,f course, must be made 
in conneftion with shawls—pure wool and with silk mixture,—whic-h were 


* Op. cit. p. 268. • ' * , • 

t After coneidering the (juantitative production of the raw material, which, on the au¬ 
thority of.Tavernier, he takei to be 2 J million y«. in Bengal, and taking into iocount the ’ 
imports from China and Persia, Mr. Morfldnd say#;— 

“We may 'therefore put the total imports to India at not mor. than half a million 

pounds and the total consumption, impdha and home produi*ioo together, at about 3 
mitlioD pounds of raw material as a maximum." ( p. 174 ). On this batis even, he’is forced to 
admit that the industry has ppt kept pace with the increase in population. • 
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• specially patronised by Akbar; * and with carpets, wjiich were- centred at 
Agra and Lahore in Akbar’s time; but the latter were alM imported largely 
from Pereia during all this period. * ‘ , 

Of the remaining textile 'fabrics, we must accept Mr. Moteltnd's 
contlusion that hemp and jute manufactures, if kn^wn in ^e»period under 
review, were rathor used for immediate consumption by the' poorer sorts of 
the producers thcmKclves than formed any appreciable proportion of the 
local«or tfSc foreign trade of Udia. In the absence of packing* necessity for 
such bulky gftpds as food-grains and oil-seeds, it is not surprising "that all 
through this period and earlier, these very important trade items of to-day 
were almost unknown. , • • • 

It thus leaves us with cotton-goods as the most important item in the 
trade of India. We havc*already quoted Pyrard’s statement that 

“Kvory one from the (japo of ( huni Hi'po to man and woman, is 

clothed from head to foot in the products of tndian looms;" ‘ 

• 

as also the modest eouelusiou of Mr. Moreland that: 

“Indian looms had a practical monopoly of the home market for clothes, 
and in addition had*lhren princi|ial export markets, Arabia and beyond, 
Burma, and thi^ Kaslern Alands, liesidos minor outlets in the various other 
parts of .Asia and <m Iho east const of Africa." t , 

No ([uantitative estimate of the vahie of cotton goods exported has 
been attempted hy Mr. Moreland; ;md the omission is the more significant in 
contrast with his trc;amciit of other articles of Indian production. If we. 
arc right in holding that the balance of the Indian exports over the imports 
w:ts constituted mainly hy colAni* goods, dyod’iis well as plain, and the 
carrying services, some idea of the v:due oftl^se exports will be had from 
a later section dealing with the wealth of India and the volume of hfir 
trade during the [wriod under review. • 

X. ARTIC1.es of the foreign trade of INDIA. 

t 

We may, then, rcst;itc, after the foregoing brief review of industry in 
Muhammedan India, in a summary form, the principal items of the import 
and export trade of Indi;i, both by sea and overland. The infoimation is 
more precise since the days of the advent of European travellers and traders, 
but even so a quantitative statement of the volume aiM value of that trade 
in the seven hundred'years here reviewed is alrnost impossible. If we ara 
to judge of it af all, we cf.n do so only in an indirett tqpnner; and an attempt 
of that nature is made below. 

_ _._ « t 

* Abel Fazl: “By the atteatiou ol ^HTis Majesty the mauuiv^ture of shawls in 
Oashmwe is in t very flourishing state, anAtn Lahort there are upwards ole thousand 
manufeohories for this (ommodity.” Qladwin, p. 96. “ 

t Moreland, Op. cit., p. 181. 
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L(st of the principal Imports and Exports. 

Imports^; 

Exports; 

Metals: ’ Gold, * 

Food-stuffs : Spices: Pepper, 

*1 Silver, 

• • Cloves, 

* Coppery 

Cinnamon, 

’ Tin, 

Cardamum, 

Zinc, 

Amber, 

Lead, 

Camphor. 

’ Quicksilver, 

1 

Fish 'i 

Animals ; , • Horses. 

Rice > Provisions for ships. 

Food-stuffs: Wiites, * 

Flour) 

Fruit, 

t 

Tobacco, 

Manufacture^: Cotton goods 

Spices, 

• 

Raw Material: Silk , 

Iron Roods : 

• 

Tools, 

Manufactures; Porcelain, 

Arms, 

Armour, 

Cutlery, 

Silk-goods, 

Glassware, 

Shawls, 

Silk-ROods, 

W ooden goods:— 

Woollen Roods, 

( Ships 

Carpets, 

) Wood-work 

Paper, 

V 

Oils and unguents 

Miscellaneous; Pearls, , 

Medicinal drugs 

Precious stonjs. 

Ivory work 

Slaves, • 

Leather goods 


Special Products: Opium, 

• Indigo and dyes. 

Precious stones: 
Pearls 
Diamonds 
Rubies 

, Emeralds 

Saphires 

Beryls • 
Onyx. 

.Sandal-wood. 

’ Aloe-wood. 

Saltpetre. 

. Animali: Elephants. 

Camels. 

' Soirjs rarfe birds. 

Miscellaneous ;• Myrabolans 

Coral 

Tortoise shells. 





Reference has been made to almost all of these articles in the pre¬ 
vious review of the Indian industry; and liere we necdohly add that some 
of the articles, like pearls or spices, figuring on both sideS of the list, is due 
to the existence of a considcrabje entrepot trade in thesj; articles, or that 
the balance remains on the side of exports. * • * . 

XI. VOLUME OF INDIAN COMMERCE. * 

Uealiiig next vvith the volume of Indian trade, Mr. Moreland estimates 
it at about ^25000 tons witW countries on the West ;vbout the time of 
which he writes, and 27000 on the East. • * 

• « 

“I think this is an (ivor-estimiite; hiit iii»iuiy ease, iaRiiig east and 
west tognUiiii', ti»id reckoning llie commerce on the islands (jf hoth sido.s of 
tlm peninsula, the total volume of Indian foreign trade was probably less 
than Inns of thjpoi iod, which arc, speaking vojy I'oughly, equiva¬ 

lent to Irom 2MX)0 to iltiOtlO net tuns of the pi-cscnt day"T 


It is impossible to accept this estimate, .Mr! Moreland's method of 
estimating is impossible to endorse. Arguing from the existence of mon¬ 
soon currents in the Indian waters, which must certainly lie admitted to 
have limited the period of active trade, -though that limit need not be 
quite as low as Mr. Moreland puts itl—he considers the average capacity of 


Mr. Moreland’s uummary of ImportH and l^xportH is ditVerent. According to lAn 


ImffOits-. 


t'Lfpoyts 


Cold, 

'rextile fftliric'', 

Silver, 

I’cppcr, 

Homes, 

eSpii'es, 

Raw Milk, 

T*yoM, 

Hopper, 

Opium,* 

Tin, 

^nc, 

Lead, 

Quicksilver, 

Ivory, , 

Coral, 

Amoer, 

?re<nou9 Stones, 

Silks, 

Veivcta,. 

Brot^ades, 

Spict'R, 

Perfumes, 

Drugs, 

Cluns < too^B, • 

.\frioau Slav^. 

Jlrugs. 

1 



W« have already explained Ihe ditw repancics, such as they are, in the nrevi™. 

The only item that nrrd Ik- noticed here is the nicnlion of slaves. Arab'and 
traders may have dealt in this troflio and the existence of an Abyssinian partvcairiinat 
Dekhaniee iii tho MulianimraUii Kingdoms of the South must l.e taken to ho an < 

the exisietroe ttf this.traihe, But it is still free fmnUhe systemat.e, 

.»asas**a«> Wir.lt Min AniPriOttna m nauvfsnrw •aa.sv. vi KUO 


Kuroi>eaD6 with tlid Americans in negroou. 
1 Op, oit. p. 33 ). 
i opt oit. p. 338. 
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the vessels engaged in European trade; and from these deduces the above. 
conclusion. But the data he proceeds upon are either non-existent,—and 
therefore the inference 'is no better than an unsupported estimate;* or 
relate only to isolated experiences of individual pirates, lik^ Middleton in 
or travellers like Jourdain. Even without impeaching the veracity 
of their statements, or *the accuracy of their observation, the argiirnent 
may be advanced that,the trade they saw need not necessarily be the whole 
trade of Indij with the countries concerned. On the other handj there is 
positive testimosy to show that Indian trade must have been far Inore 
voluminJus during this period. Mr. Moreland is aware of the’ horse-trade 
by sea witlj»the kingdoms of the south; but dismisses that point by the 
single observation tHht it wa^ less important in the period he considers. 
The Dekhan kingdoms were, if anything, more intensSly engaged in their 
endless struggles in the XVI century than beforo. Until the rise of the 
Mahratta introduced and popularised the mountain pony of the Dekhan 
Jiighlands for cavalry vse in the XVII century, the horse trade alone- 
taking it only at loo.ooo animals imported during the year on state as well 
as private account at all the ports’ beginning with Cambay southwards— 
would have taken up a good proportion of the tonnage Mr. Moreland 
assigns to the Western trade. And then there is the evidence, already 
adduced, of considerable shipping in the best TndiaiJ harbours.t Without 
pressing too far the statement of Conti about individual Indian merchants 
trading in their own vessels, each costing 15000 gold pieces and numbering 
as much as 401; without insisting unduly upon the evidence of the wealth 
at Vijayanagar, which could not possibly have been derived except from 
'commerce on a large scale, we may at least mention of the testimony 
of English observers—liVe Terry or fryer—in the XVII century-as 
regards the ships in a-harbour jike Surat.'if Surat alone could have, as 
stated by such authorities, ‘a hundred ships at a time in its river + 
is it any violence to one's sense of logic or historical perspective to 
assume ihat, with similar equippage a’t Lahjri Bunder, Din, Cambay, 
Broach, Chaul, Goa, Mangalore, Bhatkal, Calicut, Nagapatan, Masuli- 
patan, * Madras, Hooghly, Satgaon, Colombo-to mention only the 
most important harbours of mediieval India,*—the sea-going ships of Indian 
origin and ownership alone must have exceeded 1000 in number at the 
most modpst estimate. Giving these an average burden of 500 tons ,and 
only a .siftgle voyage in a year, the volunle of trade could not possibly be 
• ^ • * 

* “I hove found no data for the volume of Indian trajl* with Arahisn eoaat and 
*Ormuz at this period-” op. cit^ 234. And yet tlie, Arahn were great mereliaott) and 
sailorti before the advent *>i the Kuropeans, and, remaining did a large trade with India, 
Arabia and Africa. 

tSefante. Theae are all largo ships, and,thoso beloqging to the Moghul only—or 
the people of the plye. It does not refrjf/o* non-Indian ships, Arabs and Turks and Eurojwans 
of all sorts. < . 

t In bis work on Vijayanagar, SewSll mentions in that limpiro alone 80 jjarts.’ cp. 
p, 198 “A Fttrgotun Empire.’’ Abdur Razsak mentions 300 barboure in that empire, a 
hundred years earlier 1443; sc* ante, 
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under half a million tons a year; and, including foreign ships—vArabs parti* 
cularfy—it very probably must have been more than Souble that amount 
during all<hese years. • * , 

We can indicate the volume of this trade, and more* particularly .the 
value of that commerce, by another means. Speaking of Indiar* exports Mr. 
Moreland himself ol)serves: 

“ Slj(> was «agei' to sell every kind of produce, and her insatiable 
afpotite for precious metal# rendered trade a simple matter l^m ciistomers 
who (:anie*^iili money in their bauds." ^ 

From the dajs of Pliny at least therejs a continuous sttigt of India 
obtaining the tinmt:^ balance of trade in her favour in the shape of gold and 
silver. India may have produced, and in remote ages, did produce, gold 
and silver herself; but in tSe period we arc reviewing, India was steadily an 
importer of these metals and did not prodticc any considerable ijuantities of 
these metals within her own frontier. The stores of gold accumulated by* 
this means ought to give an idea of thcjrolume of this commerce. Without 
going back to the time of Mahmud of Ghazny, whose plunder of India was 
reckoned in thousands of maunds. let us consider only the following well- 
authenticated historicaUfacts. Ferisbta, the Moghul historian of the time 
of Akbar, speaking of tUb fir<t invasion and conquest of the Dekhan by 
Malik Kafur under Alaud-diu Khilji, says that the conqueror on histreturn 
from the Dckhan presented his sovereign Alaud-din 

ulophautH, 20,000 liorsos and .b0,000 mans of gmld, several boxes of 
jewels and pearls, and otlior precnous elects.”* 

The gold alone has been estifnated by Mr. •Sewyll in an appendix to 
his work on “A Forgotten Empire" at i 5 , 675 ,ijoo lbs. equal, at 85 shillings 
per oz. to about £ io6,26,(/),ooo in value. This was the story of a single 
present to the king by his generaUafter a single raid. A more stable account 
of the wealth of the Dekhafl alone may he had from the story of Vijbyanagar 
a hundred years and more after the invasion of Kafur. Abdur Raz;rk, the 
Arab traveller already quoted, writing in 1442, says: 

“When tlio doU-bration of the Mahanniri was over, be [ the king ] sent for 
, thru humble individual ( tho wr iter ] one evening at the time of prayer 
On arriving at tlie palace [ saw four stages laid out about ten ysrds squai-e! 
The Iflwk roi./om/ uuUh 0/ lU- nj/aiimrnt were covered mth plates ofp/M /niau'l 
with jewels. Kails of these 2i!ates teas ahmt the thickrkss of the bark of 11 sword, 
aai\ teas firmly Jireei with nails of gold. On tho first stage the king's royal’ 
seat was placed. Tb^ wfc formed of gold ahd.was of large size." t ' 

• 

Measuring this apartment ^at 900 square feet, the ceiling alone, 
without including the walls, must conSqjne immense quantities of gold. 


• Cp. Farisht*' 
t KlUol vol.;.IV p. 120. 
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Poes, the Portuguese traveller quoted in Sewell * recounts the same marvels, 
at the Vijayanagar baurt about a century later. Speaking of the prinSes of 
Vijayanagar defeated at.Talikota by the allied Muslim kings of thg Dckhan, 
Mr. Sewell writes:— 

• . ^ * * 

^ “Withyi Jirfow honr^ tho.^io oravoii oliiofs hastily loft. Die palaco, oarvying 
with them ali tlio in^aRures on which they roulit lay tlioir hands, ivivt 
hnndrod and ladr/t n'ith frrasiirr /n f/uW, diamonds and prooious 

stone,s, valued at fiioro than a Itundred niillitm fiforlitifi', and eari'yiu^ the 
state in-s-i^nin and tlio oel(d)i*ated juwolled tjimno, of thokiii^.s, ^(t tite eity 
nn^er oon''oy of bodie.s ot stildiurs wljt» j'cmaini'd true to iJi<' ^•rown.’* t 

This would mean 25,000 maunds of gold at least, giving only half the 
treasure as •'consisting, of. gold. Forty years later Akf)ai 's treasure was 
reckoned in coined gold atone, at qo million sterling si* the six principal 
treasuries of his Empire. ! W'e liave not includeji in this the disasters like 
that of Nadir Shah of Persia, or Ahmed Dnrani, wliieh are outside tlie 
sphere of our review. Put the instanees given abeve would snfRcc to show 
* that the gold which was so abundant in India as to lx- measured by the 
thousand maunds could not have cc»ne to the country except as a result of 
favourable trade balance,—a trade balance, be it noted in ])assing, brought 
about not by the eomplicated network of harassing regulations wbicb dis¬ 
tinguished the Colbcrtiste regime in I'lnrope of the »\\T and XVII centuries 

* Op. fit. e‘^pe< iftlly pp. -82 et Hoq, 

♦I" Sfiwfll op, rib. p. 201 ). 

+ V. A. Sinitli’n j). !H7. Tlio following invontnry nf Akiim-’N Troft»uro in from 

Dr. V. A, SmitlM artitOc on lliai iit the .lonrnal of the Hoyal Asialir Siniicty for I9ir» 

f aad not 1914 as J)r. Smith says on p. 474 of lii^ inono^'rapli on iSkliai' I Plb 231-43. 

Detailn of Treasuren of Akhar tip. c^it. 240. 

1 . Oold coins . Kn. 9,75,fiO,OOO j 

2. Silver coins or Akiia^i rupees . 10 . 00 , 00,000 

X Bn»n/.e coins ^. ... ■*. ,, 7,66,660 

4. Diamonds, rubies, emerAl(lR,*.sappliires pearls atu! simihir genw . 6,06,20,521 

6 . Wrought gold iucludin},jjewels ... ... ... ... „ 1,9006746 

6 . (iolden furniture, vemds of every kind, images of eleph.auts, horsefi, 

* camels and similar animals made of gold ... ... ... „ 96,07 992 

7. •'^Vrouglit silver c. g, gohlets, dishes, raiidleetiokjiJ columns and oilier 

utensils ... ^. 22,26,838 

Ik Bra/.en vensclH nod furniture of every kind and fashion ... ... „ 51,226 

9. Most elegant vessels of every kind in Porcelain ... ... 2507,747 

JO. Cloths interwoven with gold and silver from Persia,Turkey, Cujerat 
and Europe : also silks of various kinds ; with cotton goods from 

Bengal and other provinces ... ... ... ... 1,56,^9,979 

11 . ^oollen cloths, Europeau, Persian and'Tartar ... „ 5,03 262 

* 12.« Tents, hangings, umbrellas, rugs and all things needed for the 

ndornineiit o4 houses or for camp use ..., ... ... 99 , 25,545 

13. Books written by great men and adorned with oxtregi^ly valuable 

bindings ... ^ .. ^ . ... ,, 64,83,731 

14. Engines of Wur, mortar, balls and gun powder hs well as other 

military mofceri&l.85.76,971 

16. Weapons, shields, sworda, daggers, bow% arrows ao^ the like ... „ 76,65,626 ' 

16. Harness . 26,25,646 

17. Housinifs, cloaks and Koyal Artjis ... ... ... ... * 50,00,000 

$ - 

Total Ba.... 34,82,26,383} 

[ Not 34,82,26,6641, as is given by Dr. ftnith ] 



6ut by the ingrained peculiarity of Indian industry. As far as the sta e was 
concerned, the Government taxed exports and imports impartially, the most 
enlightenecf of the rulers often remitting the more hatassing fqrms of taxa¬ 
tion. Under Akkar, Alnil FaxI writes*;— • 

• * 

• • *. • . « 

“Hia Majoaty from tiio cximas of liis lioneficonce'lias remitted duties in 
this department^ ciialtoo' :il sea-por'ts ) that ei^iialled the revenues of a 
ijiiffduni. Nulliirif^ is wiw cxarhul iipiiii vxports and 'impoi'ta excepting a 
trUlo tuten ul tlio huiiilnrs (pr ports ) and which never exceed# two and a 
half per cejt; und fins ilemaml is so inmnisideralde that luiA'chants ai^coant 
this reduetidu a perfeet remission,” • . • 

• , 

He had also ^educed the excise duties ’on domcftic manufactures to 
5% from 10°/ t. Am! Akbar was not alone in tliese wise measures, for a 
hundred years and more beftire him,'Alaliir Raxaak had recorded of the 
Vijayaiiagar prarticc of charging the same low rate of duties on foreign 
imports at Calicut. [ • 

With practically no state regulations of a bullionist tendency, if the 
country could still show such l.irge hoards of gold, the conclusion is inevi¬ 
table that the supply tame as tlie result of that peculiarity of our trade 
which has remained atnost tunbroken since the days of Pliny. If the 
Roman Empire alone sent to India a m.illion .sterling every year, as f liny 
says, 8 as the value of her favourable trade balance, it is not difficult to be¬ 
lieve that in the sixteini hundred years ending with the death of Aur\ingzebe 
India must have got from her trading neighbours some i6oo million 
sterling worth of gold, a statement which it b; not im))Ossible to corroborate, 
from accounts of gold stores found in,our past history, or from the trading 

< ' 

• "" ~ , . . . * 
* ylint iii'ftfin tJladwiii’si traiislntioii p. *233. Akhar I'f'niitbctl in a)l 13 t-axoM viz:— 

t » 

(1) Jt'zyeli, l2) Korocn, (1) (lawNhcnmry, (Ov tax)^(5) Sir- 

dcukluby (of t.rocKK (C) IVshcusli (7) Ferukh Aksani Pwheh (Workman’}* Poll 

Tax), (S) l>aroj(au;;li, ToHuMary, Kolodary, (!)) Wojeli Rerycli, (10) Sheraff^ (II) 
IlaMul Bazar, (12) Ncka« (^alo of cntfclc Ux) ]\ 2S8 Op. cife. 

tOp. tiifc. p. 287* • 

Calioub ab Miat dat * Mcomod to have hfid what we would nowadays call a system 
of lionded warolunuios. for t>tl(erwi«fi the*followinj'j-Mi'wage from Abdur Ka/.aak w'ould«iiot 
be quite •ilitrlUgihlo: “Kalikot is a perfectly safe harbour, and lik^ that of Hormuz brings 
togothor moi’clmnlj* of evui-^' city and every country. X X X X Such security and 
jittitioe reign in that city that rioh^mcrchont}* bring to tit^from maritime countries largo 
cargoes of n)orchandTi*e which ttiey disembark and d(qx>Nit in t]io streets and market places, 
and for a l^gth of time leave it w ithout oonMignitig it to any one’s cliarge or placing it 
under a guar^ The othcers*of the custom-house have it under their protection,*and night 
and day keep guar^l rmmd it. If it is sold they taV a oustoms duty of two and a half ])er- 
cent-, otherwise tlu\% otlor no kind of interference” (Elliot Vol. IV, p. 98-99). Kalikot, we 
must add, was a city-staU* iQ<Uq>ondent of X'ijayatiAgar; but the practice was too common not 
to have b^n accept^ in that Empire nud its competing harbours. 

§ Bee ante. 
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ventures of individual merchants. * The national trade could not have 
been much under 60 crores In both directions, and was probably 
near 100. , ’ • , 

Xll. TRANSPORT, COMMUNICATIONS &c. 

One more retlection may be added here to complete this brief survey. 
The aids to trade irf the shape of hsca] measures were.all conceived in the 
spirit of utmost freedom. The currency .system was morc'thart once 
reformed and regulated, and came to be pretty nigh stand^u’di/:cd for the 
whole country with the rise of the Moghul Etnpiro. Moans of transport 
were, perkrps, not .,de'K:loped, so extensively as is tfic case in an era of 
railways. But writers like Moreland are apt to ignor i'or undervalue the 
significance of such facts of liistory as that, the l^loebuls, like the Romans, 
were a great military jiower; and for military xaisons if nothing else, they 
must have required a well-jilanncd system of trunk roads. As a matter of 
’ history such roads did exist, t And the defect in roads -a counterpoise to 
the modern Railway—was rcmedieni by the much greater attention paid to 
river navigation on the Indus and the Punjab sy.stem as well as on the 
Ganges and the Bengal system. The Dekhan may have been deficient in 
roads and poor in river navigation, ehielly becaus/ of the physical char¬ 
acter of the country. But even such an 'aid to commerce as the postal 
system was begun or developed in Muhammedan India, and almost perfected 
under the Mughals. I Altogether, then, the trade of India during the six 
or seven centuries of Muhammedan rule continued at least as active and 
profitable as it had been under tjtc Hindu regime from the earliest times. 


* The Eariif liuo-nU of Brilhh liv/iii. l-y .1, W'licclcr—inuntion the cnsefi of 
bhre8 whipH of Surat—two privately owned and ono Ijulonging to th<!’ Kmperor Auruasebo— 
pirated in 1691, one of which had 9 lakh of hard < as)i on hoard imd the other 62 lakha. 
Given onl}'.^ a net trade l>alance hroi^bt hy earli nhip h yi^ar of one lakh, the total lodUo 
mefbaDtjJe marine would account for a Italance of 1<» uj tn eH. ^ . 

I dp. T. J. Wheeler, that of j*. 469 writing; on tho authority of Tovernier. 

X ‘‘One remarkable iastitutiou wa^ th^ of fooi {lobti^ who carried letters fainter 
than horsemen. At the end Jf every six miles cfa a liyo of route there was a little hut, 
aod men were always thcri? in readinesa to run a >itage. When a runner reached a hut he 
threw the letters on the ground, as it was a had omen to give tliem into a messenger’s liand. 
The next’apiHjinted runner picked th§m up rfhd < arried'^thern to the next stt^e; and in 
this way letters ,could be sent ovcr-tlie greater fwirt of the Mughal Kiiipirc. -The Ugh ways 
in India were mostly known by the trees on cither side. In the abicnco of trees, a heap 
of utooe: was set up at every five hundred p^c; and the people Of t4ic ncarcHt village were 
bound to keep the heap white^waabed, so that when the nighte were dark and stormy, the post 
runcers might nut lose their way.’* Wheeler, op. oit. p. 470. 
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XIH. TRADE OF IND/A IN THE E/OHTEENTH AND NINETEENTH 
• CENTURIES. 

As wc approach tiairer our 'own times, the discussi/ln of the suljjcct 
liccomes more comjilicated. The perspective lx;c*mes dimme^ or blujrfed 
by the very wealtlj of ijiformation we can command. Vojitical factors 
assume an imjiortangc, which, thoiij^h not utterly unknown in the previous 
era, ^em» to be smoothed ^down by distance which may» veritably be 
regarded as Itmding enchantment to the view. Even the fherely economic 
factors are cotffused owing to the occurrence of ^ revolution, that originated 
in counliies outside our own; liut whose reiierc^issijins arc Ifuing felt even 
now amidst us. tl^e study is, therefore, at once more interesting and more 
difficult. A.s, however, the new elements, have, in course of time, become 
more and more stressed, 411 the organisation and general character of the 
tr.ide and industry of Indi.i liave been pr.ictically revolutionised beyond 
recognition, our stinly would not suffer at .ill in point of utility if we confine? 
it only to the piesent age. ,\iul were there no other reason for this course 
of procedure, we may regard the possibility of reliable statistical evidence 
for the years of the current century as decisive. * 

Leaving the detailed study of our Trade and its adjuncts to the body 
of this hook, we may oliserve* in this section of the Introduction, that during 
the seventeenth centiiry the political unsettlemcnt in the country was^reater 
th.iii at any point in the past history; aiul the consc(|uent reaction on the 
disorganisation of industry and commerce was large in |iro()Ortion. The 
very perfection of the Mughal Imiierial org.uiisation made its break, wheiT 
it did come at the death of Aurang.rehe alter a hundred and fifty years Of 
e.xistence, more intolerable. Ihul the break-uii ofthe^Mughal Empire been 
immediately replaced by the success of th? ^Rajputs, or the Mahrattas, or 
even any of the European foreigners who were just then coming into .sonte 
prominence, the damage to the trmle and industry would not have been so 
great. As it was, while inftrnally production had to he automatically and 
voluntarily restricted to the lowest (lossihle limits for the simple reason 
that the producer had no guarantee of any sur|ilus being of real benefit to 
himself, t externally, the rivalries of the Arabs with the Europeans, ^id of 

tairly good etatistical iiiForinatiou is availaltle from 1840 downwards—a date with 
wltiuh cotiiincnccd tlio compilation of th^BliabiBtical abslrat-b. For a still eariier*poriod good 
iutormatiou in bo I'o found in the Parliaineutnry iuijuirii'a at (»cli renowal o! bne Qoinpany*s 
Charter 'from 1773 to 18ff3 at every 20 years. Hut the deciHH e reasons for Cbe summary 
disposal of the carlioi* period and for the concontratioo of our study to the latest age 
imperfection of th^ transitional characl^r of the new elements. (2) The* 
existenoo of other ihotivee hesifle# purely economic t onshleraiious^ (3) The uncertainties of 
currency and therefore of valuations. • 

t The methoda, abo. ot produetjon wliich were toieed upon induabrial workers id the 
X\ III century were not caiRiilated to stiuiulate'it in the least. lh‘. Buchanan in bis journey 
through Southern* India often mentions the ^sy.sttm oi advances Ct» weavers by the 
t)om|iany s commercial agenU‘< or residents in«rach distriet, wliieii were r«^rded as biodiog 
on the weaver to work for the Com{tany alone, and at rates wffich were indistioguishable 
from starvation wages. And later on came other motives which have been discuated a 
little more fully below. * 



49 


the Europeans inter sc, made the entire trade of the country hoplessly 
demoralised. Political considerations alone dominated the scene; and it 
is, therefore, pot possible to resume and recount a connected stoiy of Indian 
trade till we haue passed this black century of unredeemed ^ilures. 

. If we»ma^ reasoij^fcbly date the commencement of the British Empire 
in the first quarter of the last century, when Tippu Sultvi in the South and 
the Peshwa in the West, centre and north had been .destroyed, when the 
surviying native powers, like the Nizam and {he Scindia, were fast degenerat¬ 
ing into being soulless and thoughtless tools of their foreigs masters; the 
history of Indian trade may indeed be resumed with some show of homo¬ 
geneity and continuity. »But by this time newer motives had already made 
themselves manifest. The successful gamblers for the {rede and sovereignty 
of India were now planning for a total destruction of the very basis on 
which that trade had rested for untold cent\iric». While in the previous 
century, the importance acquired, by such freaks of fortune as the Battle of 
Plassey, was utilised to minister to private greed * and to improve the 
Company's Investment, in the succeeding century, the consciousness of 
political supremacy was used by our English conquerors, to annihilate by 
means of political weapons, our inherent trading superiority. The Invest¬ 
ment itself was an injustice, t But the Investment was derived from politi¬ 
cal profits and employed for the purchase of*IndiAn commodities. In the 
ninetienth century, however, thanks to the development of the industrial 
revolution and mechanical production in Britain, the outlook changed com¬ 
pletely. The inquiry ,'it the Charter Renewal in 1813 is replete with ques¬ 
tions as to the capacity of India^to ab.sorb the machine made British goods; 
While the British Statute i)ook is too eloquent of the British determination 
to shut out Indian inaiuif.tctures from Drit vin to rciiuire any further com¬ 
ment from us. The following .tie specimens. 

tj^^fiTanswer to an inquiry of the kind mentioned, Sir Thomas Munro, 
of the Mydras Revenue celebrity, pointed'out th^t agricultural wages in India 
averaged 4/- to 6/- a month, while the cost of subsistence was between 18/- 


’ The story of the (iiurri I with .Mir JaO'or and Mir Kassim in Bengal on the queation 
of th> TraoRit Duties is t-oo wcW known to be repeated here. 

t Kthics, of course, bad ofHciaily no place in the recoj^Dised seboot of clavsioal 
English oC(|Domi8t8; and cou8(<|ueut)y we have no right to make the injustice of the 
meq^ a re;»roacb. Hero is a definition of the' Investmcrt: *'A certain portico <4 the 
revenues'of Bengal has beer, for many yean, set apart in the purchase of goods fcgr •exporta* 
tioo to England. The grlatoess of this Investment has been the standard by which the 
^ merit of the Company B principal servants has beeu too geuerallp Intimated; and this main 
cause of the ini|;ovetishmcut of l^idia has been general.*'/ tak^n as a meipure of its wealth 
and prosperity. * Niiith^tepprt, 1783 p. 64. This is bow Parliament dehnea it in a Resolu* 
tioo in 1813. *The whole or part of any surplus that may remain of the above described 
rents, revenues and prohts after providing for the leveral appro{Hiatiozi*, and defraying the 
several charges befpre mentioned, ahiylH (>e applied to the provision ,of the Company’s 
lovistmente in India, in remittances to China for the provinion of the Iiivestmeoif there, or 
towuds the liquidation of debts in India, or'suoh other purposes ns the Court Of DiresiOilK 
with the ap(M:obatiou of the Board of CommissioaerB, shall from time to time direct 
Op, Dutt. Bffmomic Birtory qf\In(iia Vol. 1. p. 368. 
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aild 27^- a head per annum. This left no probability for an extension of 
the sale of British woollen goods in India, the more so as the people were in 
the habit of manufacturing their own coarser woollen requifenients.* 


* * •* 

U^nd as regards the action of the state, the Brjtish Gcjvernmcnt,' ever’ 

since it became aware at the close of the eighteeifth century,*that Briti’sh 
manufactures, thanks to the now changes, could gpmpete with Indian 
produces, :tfld forcctf to stringent measures (irobably by the continental 
system introduced by Napoleon* laid down a scale of duties against which 
/no^mere excelleftce in manufacturing skill could succeed. Whi[e the»fndian 
I Government was still pursuing the Mughal plan of low diitjes for the 
development of tr.u^e f the British Governmtlnt hatT im^tosed duties ranging 
from 10% to over 70^ where the Indian goods were not absolutely prohi¬ 
bited, as happened in manj instances, and as is borne out by the following 
table of duties levied in England at different dates' 


Kvidenw Ae. on M,S Alliiiis of the Kaat India Company (1813) 
pp. 8H-8», Hia anHvmr to a iiuoation re, the oivili.aation of India, is worth nuotinci “I 
do not uiidoratand what is meant hy the eivilii-alion of the Hindus; in ttie higher branches 
of seienee, in the kmmledgo of the theory and |iini tiee of good Covernment, and in educa¬ 
tion, wlneh by Unishing pAjjudiee and superstition opens the mind to receive instruction 

ot every kind from every Jjuarter, they are nuedi inferior to Kuropcans. But if a good 
tyatem of agriculture, unrivalled manufiwturing skill, a eapaeity to |iroduec whatever ean 

oontrilmto to oonvenicnce or luxury, sehools estahliahed in every i illage to teaeh raiding 
writing and arithmctie, the genorni practice of hospitiility and eharity amongst each other’ 
and above all a treatment of the female sex full of eoiitidence, respisit and deliracy aro 
among the aigna winch denote a eivilir.ed people, then the Hindus are not inferior to’ the 
nations of Kuro|ie; and if civilisation i» to lwo*c an arliele of trade between the two 
eountrios, I am convmeed this oeuntry (Kiiglandt will g„i„ hy the ImiKirt ear-m” llhid 
pp. 18^ ^ , , a . . 

t Ttic following duties wore levied in India in l%.'i2 under a*sorie.s of lows■— 

Books (Britisli) . free Metiils h’oroigii . 


(Foreign) 

Coffeo ... 

OoUon and Silk goods 
n British 
„ Foreign 
UottoQ thread Ao. 

«i Jlritisb 
„ Foreign 
Hof^ A nninmls 
Marine Storm 
„ Bgtish 
ft Foreign 
Metals, British 

Op. Dutt. /fidm uHffer FhtonaM Age p. 167. 

{ Cp. Butt 9 India in ihe I’ictohan Age. p. 204. 
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IX 

Free 

• 

6 '',: 

lo;' 


Kocth rtlo Ac, 

Salt 

Spirits... 

Tea ... 

Wiiioj A Lu|uor8 
Woollen 

British 
Foreign 
Manufactures ... 
Articles not named 


... 6 % 
••?6/-per 
^ nmuod. 
...a/- a 

a gallon 
... 10 % 
-. 3 /-. 

gallon 

/O 

... 10 % 

. •*% 

... 3J% 



• 

1812. 

1824. 

183£. 

• 

• 

• • 

Ornamentalt:ai^ work..^ 

Per Gent. «n 

V alue. 

71 

0 

Per Cent, on 
Value. 

50 

-ft-—. 

Per Cent, on 

V alue. 

30 

Muslins. 

27J 

37s* 

ft 

10 

Calicoes .. 

• 

71S • 

«7i 

It) 

Other cotton manufactures’ 

27i, 

.50 

20 

Goat’s wool sliawl.-< * ... 

71 

d7.\ 

; • 

30 

Lacquered ware. 

71 

> 025 

.30 

Mats . 

68 i 

.50 

20 

Raw silk. 

£2. 13s. 4d. on 
value phis 4s. 
por lb. 

|-4s.;per lb. 

Id. per lb. 

Silk manufactures 

Prohibited ..^ 

Prohjbited 

f 20 per cent. 
( ou value 

« 

Taffatees or other plain or) 
figured silk . ) 

Probibited 

Prohibited 

f .30 per cent. 
( on value 

Manufactures of silk . 

• 

Prohibited 

j j 

Prohibited 

( 20 por cent. 
( on value 

Sugar ( cost price about fl) 
per cwt). ) 

*£1, ISs. per 
ewt. 

£3. 3s. pw cwt. 

£1. 128. per 
cwt. 

» 

f 

Spirits ( Arrack ) 

[ 

Is. 8d. per gal¬ 
lon Jtlu.t lbs. 
l',d, e.xcise 
duty. 

is. Id, per gal¬ 
lon pliiK 17s. 
ojd. excise. 

1.5r. jier gal- 
j Ion. 

^ c 

Cotton wool „• j 

•* 

Ids. lid. ])or 
100 lbs. 

1 Cl por cent. 

20 per cent. 

> 


The free Trade leanings of Huskisson and his succesors asserted 
themselves when English industry had alreaj^y becorhc too strong to be hurt 
by a 5% or io°j diffesencc; and when they were tod late to do any good to the 
decaying industry of India. No wonder that under this regime, the trade of, 
India declined, though the d^p/ine was for a long time concealed by the 
mere growth iii volume. The mete values of imports and exports may show 
a rise, without, however, that gross increment abtually bringing to the 
people a net benefit. following table gives one chapter of the tale , 
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It relates to the exports of Indian goods from the port of Calcutta, and im¬ 
port^ into the United Kingdom. With the exception* perhaps, of indigo 



• 

Cotton 


Silk. 



year 

Cottoo. 

pifoe- 

Silk. 

piece- 
1 goodrt. 

tvBO ftno 
jac dye. 

Indigo. 


ItalcH. 

bftloN. 

liftIcN. 

HhIgh. 

Maund^ 

Chostn. 

180C 

606 

2,63(1 

213 



12,811 

1801 

222 

«,:ui 

, 238 



0,028 

1805 

, 2,472 

14,817 

40( 



8,604 

1805 

2,420 

13,649 

1,232 

• 


12,986 

1804 

002 

*,9,«31 

1,926 



18,330 

1808 

2,453 

2,326 

1,327 

• 


1.1,486 

1808 

7,316 

661 

1,689 

s 

u 


17,642 

1807 

3,717 

1,686 

482 



10,<62 

1808 

2,016 

2.t7 

» 817 

O 

a 

9 

16,622 

1808 

40,781 

104 

1,124 

a 

’bo 

8,852 

181C 

.1,477 

1,107 

940 

f £ 

m i? 


13,264 

1811 

160 

966 

2,823 

m P 

bo 

a 

14,336 

1812 


1,471 

1,880 

c 

s 

13,703 

1813 

11,706 

667 

6.18 


3 

bO 

h 

23,672 

1814 

21,687 

910 

1,786 


16,644 

1815 

17,228 

3,842 

2,706 



• 26,221 

1810 

86,024 

2,711 

8,884 



16,740 

1817 

60,176 

1,904 

2,260 



1.6,683 

1818 

127,124 

066 

2,066 



13,044 

1819 

30,683 

630 

6,098 

468 


16,67(1 

1820 

12,939 

3,186 

0,806 

?)22 


12,626 

1821 

6,416 

2,1,10 

6,077 

704 


12,635 

1822 

6,644 

1,668 

7,89.1 

060 


10,761 

1823 

11,713 

1,304 

0,367 

742; 

14,190 

16,878 

1824 

12,416 

1.3.171 

7,060 

1,105^ 

17,607 

22,472 

1826 

16,800 

1,878 

8,081 

1,668 

13,491 

26,837 

1828 

16,101 

1,263 

8,8.66 

1,233 

13,673 

1<,0()» 

1827 

4,735 

641 

7,719 

071 

13,76(1 

30,761 

1828 

4,106 

7,16 

10,431 

660 

ir>,H79 

10,041 

1829 


433 

7.000(’) 

... 

8,261 

27,1*10! 


I r 'I I - >1 


1 Kvidenco taken lietnrt^ tlio ('miinunia’ (Jumniittee, 
1832, vol. ii., Ap()eudix 31, * 


and dye manufactures, the 
manufacti^res of India stea¬ 
dily fell’^off from llieir 
foVner ceijtuiles’ old place 
ill our hlxpovts schedule; 
and the blank was filled in 
by the increase in the value 
^is well as the voluafe of ex¬ 
ports of raw fjaterial. Con- 
vA-sefy, for the*first time in 
ages, the Imports schedule 
began to show the steadily 
increasing importance of 
fomign manufactures. Wc, 
shall analyse more fully in 
the following jiages the real 
significance of these figures, 
or of these new features in 
the Trade of India, and 
show if they really imply 
any real improvernent in 
the ability of the people. 
Here wc need only warn the 
reader against .accepting too 
hght-heartedly the apparent 
significance of (juantitative 
improvement in the foreign 
trade as shown, for example, 
by the following, ^ * 


Total Iraports. 

1834- 5 £ «,11-)4,12<» 

1835- 6 „ 6,1)28,312 

1836- 7 „ 7,573,157 
, 1837-8 „ 7,672,572 

1838- 9 „ 8,2r.l,.5S2; 

1839- 40 „ 7,776,.'K)1 

1840- 1 „ 10,202,193 

1841- 2 „ 9,629,90) 

1842- 3 „ Jl,046,894. 

1843- 4 „ 13,612,475 

1844- 5 „ 14,506,537 

1845- 6 „ 11,583,438 

1846- 7 „il,836,.586 

1847- 8 „ •10,.571,008 

1848- 9 „ 1-.',549,'307 

1849- 50 „ 13,696,696 


Total Kxports. 

£ 8,188,161 
„ 11,214,604 
„ 13,304,117 
„ ll,.5.S3,436 
„ 12,122,675 
„ 11,333,268 
„ 13,822,070 
„ 14,340,293 
„ 13,767,621* 
„ 17,999,553 
„ 17,697,052 
„ 17,844,702 
„ 16,0(»»307 
„ 4 : 738,435 
„ 18,628,244 
„ 18,283,543 


Balance. 

+ £ 2,0.34,032 
„ „ .5,714,292 
„ „ 5,930,960 
„ „ 3,910,864 
.. „ 3,lir71,079 
„ 3,.556,76? 
„ „ 3,599,877 
„ „ 4,710,393 
„ „ 2,720,727 
„ „ 4,387,078 
„ .3,190,515 

„ „ 6,^1,264 
4,232,721 
„ „ 4,267,427 
„ „ 6,078,937 
„ 4,586,847 
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Total Imports. 

Total Exports. 

Balance. 

1851 

f 15,3170,598 

£ 18,705,439 

-b £ 3,334,839 

1852 

„ 17,292,549 

„ 20,798,342 

„ ,. 3,505,793 

1853 

16,902,240 

„ 21,519,863 

„ „ 4,617,623 

, 18.54 

„ 15.994,613 

., 20,77«,435 

„ 4,783,822 

1855 

„ ),4,770,927 

„ 20,194,25:) 

„ „ 5,423.328 

' wr)G 

*„ ‘>3,314.78!} 

„ 3d,039,433 

,. „ 1,003,347 

1837 

„ 38.008,381 

„ 30,391,877 

. 3,010,407 

1838* 

„ dl,003,003 

„ 38,378,474 

, „ „ 3,814,391 


,While tivjsc figures shosv a growing v^Dlumc of onr foreign trade, it 
would ise a mistake to deduce from them alone that th-c fundamental 
character c^f'this trade had remained unaltered; and Uiat the prosperity 
resulting from such trade' development was proportionately substantial. It 
is the aim of the following pages to exhibit by analysis’ the true character 
of modern Indian trade, and place it in its projici'pcrspective; we need not, 
therefore, dilate here much upon this subject. But we may point out that 
while these figures display a steady excess of exports in all the years, with 
the exception of the j years affected by the so-called Indian Mutiny, the 
excess is by no means to be regarded as the net gain of India from this 
trade. The figures, it must be observed, are totals including merchandise as 
well as Treasure imported and exported. The balance of excess exports 
must therefore be accounted for either by the jo ca(led “Invisible Imports’’- 
of wliich more hereafter—or by a net drain to that extent from the country. 
In the time of the F.ast India Company, and while its trading monopoly 
lasted, there was no nonsense about “Invisible Imports" in this regard. For 

the balance represented the Company’s Investment plainly and simply. 

• 

“Kuraei-ous fleois of largo aliips, loaded with the niost valualdo oommo- 
ditie.s of tlio Kast,, annually arrivirtg >n Kngland in a constant and in¬ 
creasing succossion, imposed iil>on the public eye, anil uatnrally gave rise 
<• to an opinion of llio liapjly condition and growing opulence of a country 
yliose surplu.s productions occupied so vast a .space in tin) commercial 
woryi. This export from India seeuidd (o imply also a reciprocal supply, 
by which the trading capital em]doyed lu tliosu pi’odiictiouH w.as continually 
strengthened and enlarged. Hut the jiaijnynt of a friliili', ami not a bene 
Jicial comtnerct\ iro/v this specious and. delusive appearance^ f 

* If this was the true description of the real character of the Indo- 
British trade in 1783, when the Company had yet acquired no extensive 
sovereignty in India, when its Investment averqged about a millioh and 
a half • sterling per annum; when the Indian manufactures were still, 
despite all obstacles, flourishing enough to hold thejr own in European 
markets notwithstanding the heavy cost of lyirriagc;‘when England had not 

' '^eao tigurn have beta taken (ram R. 0. Putt's Mia >» the Vieioriun Aijt, pp. 
158-60, as they stand. Earlier figures (fom 18H are found jn the Parliamentary Oommi-' 
ttee’s Report in 1830. The trade figurrs are at all important from 1813^when the oompany'a 
monopoly was broken; and from 1834 when trade was separated from goliUeal sovereignty; 
ao the figures could be studied more iudepehdeutly. , 

t Ninth Report 1783, p. 54 






54 
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yet started leying duties on Indian goods “varying from lo to 20, 30,50, loo, 
500 und 1000 per cent;"* the situation must neces3a«-ily be held to have 
aggravate^ very much more in the following thi;pe quarters of a century, 
when the excess of exports averaged over £ 4 million; when Britain had 
definitely and deliberately embartcd ujron and maintained for half a centuQ' 
a policy of extinction of industries in the East Indie^lmost ii? the same way as 
they had decided «pon annihilating the atorigines in the West {American 
Indians); and when aur industries had in consequence decayed and been lost. 

“It is « curious calculation to allow, that estimatfnti; the sums of 
money drtiwn from British India for the irfst thirty years 4t three 
millions per annum. It amounts, at 12 per cent. (the Indj^m rate of 
Interest), compound Interest, to £ 723“,997,^71 ,‘*or If we calculate it 
It at two mfitons per annum for fifty years, the abstraction of 
fructifying capital fi^m Hindustan amounts to the incredible sum of 
£ 8,400,000,000." t. 


. - -•*--1- 

* Op. aairwr to question Nos. 3977*79 l>y Mr. Montgomery Mertin to * select 
Uommittee of the Houee orCommons in 1840, presided over by Lord Seymour, 
t Montgomery Martin in answer to Question 4137 Ibi^ 
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the Trade of India 


, Chapter li 

THfe VOLUME OF TRADE.. 

• XIV. TRADE STATISTICS. 

The subjoined Table would give an idba of the growth and present 
day vofijme of the tr.ade of Jndia. * ,* 

Value of M^handise and Treasure, and Gold separately, dHriuft fifty-six years. 

• * 


( In j^kiiK (if Rupees ) 





Mekcuandisu. • 

. . . ... .... ... • 

Tekasdbk 

Not impoi-ta 

(rOLP. 

Imports 

Exports 

Net im|)ortB 

Quinquennial average 

Us. (laVlisf 

Ks, Oakhs) 

Us. 

(laklisj 

Rhi. OakhK) 

ISfit- 

()•> to Jbfih 

69 

31,70 

55,86 


15,82 

5,83 


70 to lh7o- 

■74 

33,04 

56,25 



3,07 

1871 

7.5 tf} ISTtS 

79 

38,36 

60,:!2 


7,05 

63 

1879 

80 to 1889- 

-84 

50,ltT 

7’9,0S 


10,33 

4,12 

1884- 

85 to 1888 

89 

61,,-)1 

88,fii 


11,98 

3,08 

1889- 

90 to 1899- 

94 

70,78 

104,99 


14,24 

2,10 

1894 

-95 id IbOy 

V9 


U)/ ,55 


8,49 

2,25 

1899- 

-1900 to I90:l 04 

84,<;8 

12-4.92 


1-1,36 

6,18 

In the year 1904-I).’' 


104.41 

157,72 


22,97 

ft,70 

y> 

I90."i -Oti 


. U2,ll 

, 161,84 



46 

it 

l90(;-07 

» 

117,29 

*177,03 


38,86 

1-4,85 

>s 

1907 -08 


, f36,65 

17 7,48 


:i6,83 

17,37 

>» 

1908-09 


128,79 

1.53,14 


16,42 

4,35 

¥ 

1909-10 


122,6.5 

, 187,98 


31,12 

21,68 

n 4 

i9ia 11 


133,70 

209.V6 


32,61 

23,98 

i) 

1911 19 


1M,05 

227,99 


43,09 

37,75 


1912-19 


166,63 

246,22 


51,20 

34,00 

>1 

191;{-I4 


191,31 

249,01 



23,33 

jf 

1914 1.5 


144,93 

182,17 


16,.52 

7,64 


191.') -IC 


138,17 

199,48 


3,71 

-1,11(5) 

1) 

1916-17 


160,2.5 

247,36 


32,03 

13.24 

i» 

1917-18 


164,35 

- 2U,90 


■44,22 

2.5,18 


1918 19 


188,56 

255,32 


62,36 

-7x5,56(5) 


1919-20 

• 

221,70 

.332,76 


64,56 

35,33 

>» 

1920-21 


347,14 

2f;.5,93 

, ' 

8,42 

2,11 

n 

1921-22 


• 270,40 

248,65, 


10,01 

... 

n 

1922-23 

V 

182,89 

221,20 




NOTE.—(6) Net exports. 


• These figures it niait, be aoted^ include the statistics rcUf^ng to (loverometit 
transactions in respect of stores imported and exported, as wel'. as Treasure, in tbeii 
appropriate column. The figures for the latest year are for the first nine months of th« 
fiscal year only, as published fn the Capital, February, 8,1923, 
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A total trade of between 500 crores [wr annum _ ^ 

ncf'ligible quantity, though, viewed in proportion to the pKjpulat^iB 
figures shftnk very much as compared with some other cpuntries. 
following table* gives relative itatistics of the trade ot other cotBt 
and their population. , • 


( oontiuued (rum p.^r>. 


•The ^Idcr prai:tii:c «iis lo give tlie liguiw in sterling; but the Oovefnment of India 
have revised their poliey in this regard, and the latest practice is to gft^e figures jp rupees. 
For purpoec* of»a eomparntivo study of the growth of Iialisn trade, however, the difficulty 
oecure not mcicly o^ the standard or unit of values being dissimilar; hut ajso of the figures 
Iwing themselves different oven after eonvci'sion i;J sterling ijto rupees dt either the ten 
rupee or the l.h ruia;i; eaehnnge. The following tulde in eompiled from the/fenieui 0 /(he 
Traik of Mill, ll)14-*l.i I (ed. 8228) ll)18|p. fill. The figures are in thousandi sterling; 
hut whether wo multiply thi*n by Kl or 15 we do not get identical figures for the same 
years as compared with the table in tin; text, at least for the earlier years. 


Fo/ae of ifcmluMisc awl Treneni'e, awl Uotd H[iai'iitelil,^duriwj h-itj a VeiUnri/. 

( in thousands of JC sterling. ) 



MKROllANIfISB 

TOKASHUE. 

llOId). 

• 

• 

» ImportH 

1 

Fx[)OltH i 

1 

Neb iinporbd 

Net imports 

Quimiuonoial iivoraj?o — 





last «6 to I8«8-Ii9 

;i9,8U8 

54,79,3 

15,518 

.5,724 

1889-79 to 1873 71 

;in,osi 

61,630 

6,285 

2,928 

1874-75 to 1878- 70 


• 52,810 ! 

8,175 

591 

1879-89 to 1883-84 

U.viOt 

64,798 i 

8,500 

3,394 

iyH4-8B to 1888-811 

• «>,125 

85*135 

8,845 

2,298 

1889-90 to 1893-94 

47,728 

• 79,752 ' 

^ 0,566 

1,662 

1894-95 to 1898 99 


a 84,707 

5,257 

1,510 

1899-1999 to 1903-04 

,‘)0,452 

I 8.3,281 j 

9,574 

4,128 

In the your 1904-05 % 

• 

00,607 

195,147 

1.5,313 

• 

a 8.487 

„ 1005-08 

74,740 

197,893 

10,787 

307 

„ 1008-07 

78,193 

1 118,020 

25,907 

9,900 

„ 1907-08 

01,098 

118,.323 

i 24,657 

11,.578 

„ 1908-00 

85,858 

192,995 

I 10,9.50 

2,904 

• ! 

1909-10 1 

81,767 

125,312 

29,749 

14,453 

* „ lOlO-U 

, 89,137 

139,974 

i 21,740 < 

l6,9SyS 

„ 1911-12 * 

* 98,037 

151,993 

1 28,731* 

2M73 

1012-13 

111,986 

184,148 

1 34,133 

■ * 22,887 

„ 191.3-14 

127,593 

166,009 

24,239 

15,660 

, IOI4wl5 • 

• 98,620 

i3i.451 

• 

U,014 

• 

5,098 


The same story is repeated if \fe take our statistics from the statistical abstract, let 
alone simh eeconchary authorities as Mr. Dutt, or Badabhoy Xaoroji. or<the different eommi. 
tt,oes on Indian Oorrenoy. We have taken ou^’figures from the /fsnsie Qf tit Trade of India 
for 1920-Sl, (Ko. U80 df 1921, (lovt of India) as being, presuaiahly, the moat reliable as 
being the latest. But this does not. remedy—it only obviates the difiiwity caused to the 
Student of research by such frequent changes in the unit of valtlatiou. 
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PpPigures in million sterling:— 



! . 1913 

1920 

1921-1922 


' Impoi'tH. 

K.xports. 

1 Imports. 

Kx ports. 

liliports. 

Exports. 

Britain 

! • 

•••1 7n8,7:u 

I , 

(!34S20 

I932.fit8 

15.57.223 

100.3.91b 

724.273 

France 

» 

- ;il 8 034 

2fir)..ir)4 

49!m.fi 

■Xh94.? 

sm8.s. 

21553. t 

V* 

u. s. 4 ... 

j 33-J (jOl 

j -tHo.TOl 

1 

I 10-t7.f>701(;22.207 

1 1 

730.889 

7277.127 

O'erniiiny 

•■■1 , .■)filj.335 

309.935 

^99077.9 

(i94'>().l * 


... 

Japan 

••■i r)y.r)73 

59.110 

233.317 

loi.aib' 

101.388 

12.5.285 

Jndin 

1 

••■j 1»7.539 

1 

liill.OOO 

231.4 

. 1 /7.:i 

180.27 

165.91 


For purposes of comparison, we iind the total trade and populations 
of countries hero illustrated* compare as follows, in 11)13 and 1921. 



1 

j I'otul Trade. 

Populi^tion. 

1 • 

Trade 

por head. 

•* 

Bi-itain ... . ; 

1403.554 

4.5,513,259 

Jt 

30.8 

1728.191 

47,307,301 

^ It 

86.5 

France ... 

-'iCi-b-fSh 

39,301,509 

1* 

! ji 

14.73 

41*193.1 

39,209,736 

1153 francs 

licrmany... ... 

* lnT'J.:i(X>* 

» 

* 35,92.5,993 

n 

13.3 

■’ . i 

U. 8.'.A. 1 

* 1 

»1S.302 

91,972,233 


9.2 

2008.013 - 

105,710,620 

»i 

19.3 

t 

Japaii . 1 

tlS.3b3 

53,362,682 


2.4 

223.673 

.59,961,140 

»> 

3.75 

i 

India ... ... ...! 

1 

293.548 

315,1.56,391! 


0-18/8 


319,075,132 


1-1-8 


A'ceordinf; to these figures Britain has the largest volume ’ of trade 
per bead of population, while Germany and the Unitf?d States are hot candi- 

* The figures aw compled from the Statesman’* yiar Hook W22. Thcte for France 
and Oermaoy, for the later years, are given in tlic Ic^al currency, and are relatively 
unreliablcf'lbwing to the depreciation io that currency. For the remaining countries the 
exchange being relatively stable, tbe, figures are given in sterling. It must also be noted 
tb^ the Ist column for France gives fig.ures for IW12, and those for uapan tor 1914, while 
in the last column, all figurtx* are for except in the t'ase 0 / hritain, which has the latest 
figures for 1922 as published in the o-onomic papers of January 1^23. The Indian figures 
are lor ^al years. , 

8 , 
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dates for a second place. But wo cannot conclude from this, that Britain is 
richer than the United States or even than Germany. ^Trade fif^ures, and 
particularly those relating to the aggregate, arc reaHy no incjication of the 
intrinsic prospciity of the country. I'lven the more detailed stati.stics of 
Imports and Exports, tell ns viay little as to the real piirc^iasing power of 
the countries concerned, or their productive capaci^'. For,if Ve measflre 
the wealth of nations hy the i^stimated average income per head, the United 
States^wopjd be by Mr .111(1 away the richest country on (he ^lobe, while 
Britain would-be a very poor second. And though this is ,i much better 
index of natiotml wealth than mere trade statistics, it also is nat quite 
satisfactory in so f^r as it makes no allowance for the ilemandsiof the state 
upon the gross income of the individual eiti*en, iftjr even for t^ie objects, 
productive or otherwise, on which the imblic revenues are expended. If 
adequate allowance were i^ade for these facts, the wealth per head in the 
British Isles would prove much less than that in the United States or even 
in many of Britain’s own Dominions. ’ , ^ 

We shall have much more to say of the real signilicance of trade 
figures in relation to national wealth, with special reference, of course, to 
Indian conditions, in the following sections of this work. I'.nt in rc'^ard to 
the comparative utility ijf the^statistics relating to the gross volume of a 
country’s trade, the point must be made that stich signilicance as these 
figures may legitimately claim is only determined after we h.ive understood 
the real nature of the trade in question. Is the trade an exchange of surplus 
and superiluities, or is it one involving the absolute necessaries of national 
life? The importance of the n.ition's foi(#gn trade would be judged on 
entirely diflerent lines in countries whose commerce is of the latter deScri|)- 
tion, th:m in tho.se where thi?y ifeal chielly iirsniplns or s|iecial produc¬ 
tion. The importance of foreign trade is pigged m bhigl.md, for example, 
on (juite different lines, since the \eiy existence of the nation depends 
upon the maintenance oHliat tnftle, from those which inllnence AmSrican 
opinion on the matter, as the latter h.ive. within their own frontiers, 
resources and markets enough not to be nndiily aiqireliensive .iboiU. trade 
domination. 

XV. THE THEORY OF INTERNATIONAL TRADE. 

.\Ve may, ill connection with the study of the aggregate vphimc of 
international trade, consider nhe fundamental principles that govern the 
origin of .ill commerce in Jhe world. 1 he lilassical economists have all * 
agreed that thS origin Uf international exchange must be sought in the 
difierences in the comparative cost of producing the given artigles in the 
different trading countries. As Caiirns puts it : 

- - _ _ • .. . , , , . 

* Op. oil this point'Sii .lo8i«li Sump's nrti. lo in tiic Stntistif'al .Journal (or .July laj'l. 
as also the varioun works of the samo writer ou luilional wealth and taxalde ea|)aeity. ’ 
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The one condition nt once essential to and also sufficient for the existence 
of Intornational'TradH Is a diffrenee in the comparative, as contr^adis- 
tinguished frone the nlisohita cost of producing the commodities 
exchanged^ ’ - 

Assmniiir;, for the srike of illustration, that there ,are only two nations 
traSing with onoanotheiein only two commodities—and that they arc just 
producing those two (;ommodities only—the differences in their respective 
cost of prO(^uction in each countrv would soon compel it to concentrate 
on the^ production of that oilv in which itdias a relative advantage/ Let 
us call rtie trading countries A and P> and their commotlities of trade 
X and y. If^'now a unit of productive i)Ower in A protjuccs lo x or 20 y, 
while the same unit eff productive power in H produces to x or 15 y, it is 
obvious that A has a niultvc advantage over If in producing y. It is also 
obvious that if each of those countries devotes itself lo producing both the 
commodities itself, the total production between them would be 20 x and 
• 35 y. Blit if ronccrttr.ated itself on producing only y, and left B to 
produce only x, even though in the production of x A is as well-situated as 
B, the aggregate production between them would be 10 ,v and 20 x. There 
can be no disputing the fact that, if the relative advantage in production is 
realised, and if in conseiiuence the trading countries concentrate themselves 
each on the production of that group of eoinmpditii's in which it has the 
greatest relative advantage, the total production in the world must be 
enhanced. It is another question whether the advantage to the individual 
countries engaged in trade is equal or real, though it may he conceded that 
some advantage lo each must accrue, if the division of labour is based on 
a natural and substantial dilKTonf.e in productive capacity. To make our 
illustration concrete, let ,11s substitute^ .\meric.i and India for A and B 
respectively, and cottiJn and jijte for x aiiT y respectively. Assuming, as 
'jie may. that each of these countries i,s cap.iblc of producing cotton as well 
as jiity ; but that, everything considered, America is more advantageously 
situated411 producing cotton, ainl India in jii^odiicing jiitc, an absolute 
increment in the aggregate production would result if each concentrated 
itself flu the production of that in which it had the greatest advantage—i. e. 
America on Cotton, and India on Jute. If the analogy of the previous 
algefiraical illustration is extended to this concrete case ,in all particulars. 
America .would decisively have an advantage in exchange; .and it may 
even Viq added that India also would derivt- some advantage from the better 
employment of her pBoduetive energy in the most suitable channel.* ■ 

XVI. THE LIMITATIONS OF THE THEORV. 

Tbis is a brief, hut by no means an unfair, statement of the classical 
theory of the origin of international trade. Its obvious limitations are 
... , . ^ ^ . .. 

* This is the €H»eo'“e of Prof. iiA8tab!<5‘s work on tlio Thtofy of Intarnatiwil Trade 
which gives the most succinct and lurid resume of this clasaical doctrine. 
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not entirely ignored by the classical writers themselves or their modem 
disci)»les. The relative advantage of specialisation asdepicted above can 
only aris(^ if the commodities in question are capable tif being proportion¬ 
ately increased^ to any limit b^ a corresjxinding increase in’the amount of 
productive power, so that their value in exchange slfould vary diroctly 
with their cost of production. This means that w^ ignore iltogether tho in¬ 
fluence of custom* dictating the organisation or extent of production; or, 
much more importiint still, that of the law of diminishing or increasing 
retunrs as* affecting the pro4uction of any commodity. If,’for example, 
slightly altcrtng the concrete illustration already given, custom ordains in 
India that cattle shall not be slaughtered in large numbers, ’India cannot 
develop a large-scale meat industry, and wopld ev«n spffer in thft production 
of leather goods. *«,It is no use demonstrating if and to what extent India 
has a relative advantage ig connection with these products as compared 
with America, for the simple reason that the Indian people will not consider 
it. Again, it is exceedingly difficult to estimate correctly the rel itive 
advantage in the production of a given commodity* In the abstract analy-* 

sis ofthe main theory we have conveniently used the vague term "produc- 

Uve ix)wer" to escape the difficulty of estimating the exertions of a country 
in units of laboui and capital, not to mention the importance of the less 
material factors such as. the force of perfected organisation or acquired 
skill. It was, for examjfle, sifhply impossible to reproduce the fancy produc 
tions of Dacca muslins all through the ages till within half a century.*Or, to 
give a different example, in all appearances, the manufacture of certain kinds 
of goods in the cotton industry ought to he more advantageous in this country 
than in Britain; since the former producesjier own raw material, while the 
latter has to impoit it over large distances; tlie former can command cheap 
and seemingly unlimited lahoui»siqfi.ly; the lattei»haj;to accept a relatively 
high standard of existence. And, in spite * 0 ^ these apparent advantages 
Britain decidedly commands a better position in cotton manufacture on tlfe 
whole. Why ? In explanation we have unavoidably to fall hack upon such 
vague, immaterial generalises as the better organisation and supStior skill 
It is somewhat difficult to find a place for superiority ofthe workers’skill in 
measuring the advantages of an industry so wholly dominated by machinery 
as the cotton industry undoubtedly is. And as for organisation fo. the 
production and marketing of the finished article, it is impossible to believe 
thaf it is incapable of iipitation and reproduction in India. Anfl yet the 
fact oCi difference in the relative productive capacity of these two.cbuntries 
in regard to this article is indisputable. * 

Yet another limit.-ftionrwhich is not quiVfulV noticed, and, cer¬ 
tainly, not satisfactorily answered by the authors and supportys of the 
classical doctrine of trade, is the .^uestioir as^to how the gain, admitting that 

•This ia Bob.moiiely imsginsry oxmnplc. The abrong .git8UoirMainr6'’the 
proposal to eatabhsli a largo scale abattoir at Ratona iu the Cenlral Proviucea id 1920- 21 
was so far successful as to negative the very idea for at least a,decade t« come. 
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there is one, is to be shared betwen the trading countries. The fact of the 
trade must be assurhed to be an invariable concomitant of the acceptance 
of the principle of diVision of work. For otherwise, if A merely ioubles its 
production of y 1^ concentrating on that ^lone, and B fojlows suit in x, 
thete would not at all be an advantage, should A be still wanting some x and B 
some y. Thty qjust tacijly agree, not only to sitocialise, but also to exchange 
their specialities. But if they are to exchange, would they not dift'er as to 
the proportion in whu h the gain is to be shared ? If can get only lo x 
in exchange’forjts surplus of 20 y—or if I! ran get only 15 y in exchange 
for its'^irplns of to x—wlti're would be the advantage lo eitijer ? If coun¬ 
tries arc separated from one another liy seas or rivers or pionntains, the fact 
of exchang? can only occur if there is a means of communication or trans¬ 
port. .And the agency which renders this service of lranl|X)rting the goods 
exchanged must also be remunerated from the sa.ne store of .vggrogate pro¬ 
duce in the Iniding I'ountries, Would specialisalion. and its eousc(]uence 
—exchange—be really l^nclieial, if a substantial portion of the tot.d gain is 
to lie swallowed up by this third parly—the traus[)orl agency ? It is no 
use generalising that in intermitional exchange, owing to the steadying 
inlluence of large nnmbers. the ratio of exchange lor the commodities to be 
exchanged will be determined by the compaiaitive intensity of demand on 
either side operating within the limits set by the di^Yerences in compar.ative 
cost. For this anwer does not advance the solution of the real problem by 
a sini^e inch. The extent of the actu.al gain derived from international 
trading mav have a reaction upon the organisation of production within the 
trading countries. If sufficiently large it may even modify custom and 
neutralise the effect of siieci.d a| titndes or f.icilities. But all these consc- 
(piences may result only if we first determine whether there is a net gain; 
and, if so, how much ,of it goes to the slian' of each country. It is just here 
that the classical e.\|ilauatioi' ol the origin of foreign trade is the least 
satisfactory. 

WII. CRITIQUE OF ITS FUNDAMENTAL ASSUMPTIONS. 

•This, however, does not exhaust the list of limitations on the clas¬ 
sical doctrine of trade. Its fundamental assumptions are tliemselves not .so 
axioTnatic as they have been believed. It is a fact, indeed, that the physic.al 
properties of different regions on the glrjhe show marked differences ;,that 
these properties, such as they are, are not always et|nal to maintain or stip- 
prort the number of human beings dependent or resident upon each region; 
and that the full compdement of the reiiuirements of human life on a given 
scale can only be obtained—with the least difficulty.—by exchanging the 
natural specialities and therefore surpluses of one region with those of 
another.'’ Trade, according to .this viaw—which meets with a greater 

■ The precedence of civic patrioUiim over national «ent,iinent is too well known and 
too wide-spread a Iwt of human history m il civilisation to lie ignore^, ^'ational sentimont is 
the growth at. most of the last two centuries. Its disastrous oonsequepcei upou tho humau 
race have not yet iiiHuenced the aixieiitcd codes of ethics which still regard it as a virtue. 
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degree of support from the history of the human race than the classical 
doct/lne now in vogue— is regional In origin, and determined by surplus in 

production over use. I consider it a fundamentally vicioijs view to hold 
that trade results from the perc(4)tion of differences in the^rfclative costs of 
production. Apart altogetliiT from the fliffictdty of estirr\jiting concretely 
these differences—whicli would be an insurmountable obstacle in almost 
any age in the pasf, and which even now, with all onr ^accumulating wealth 
of statistic^d rnimititt, i.s not quite reli;d)le not satisfactorily isxplaiiiing the 
cxisteTice of each pttrtitnilar‘instance of trade—that i:\|)Uuiation d^oes not 
at all square vwth the fact that tr.Kliiiq couutries«lo not so wholly, or even 
largely, specialise, its the exigencies of the cl.issjeal doctrine woijld demand.’ 
Trade was in its origin interregional. If lias.’bytlic [teciiliarity of the 
social organisation have developed, become international. Tratle must 
have Inten originally in surplus of |produetion. It has. in course of time and 
by the pecnlitirities of our existing social regime, been turned into :m 
exchange of necessaries which need not, and often do not, represent the, 
surplus.t We would not—because we cannot—ignore the existence of 
nationalities. But, while admitting that the sentiment of nationality 
nowadays materially inlluences the nature, volume and the course of tr.ade; 
while admitting, likewise, that for convenieriee of studying the phenomenon 
of such exchange, the c(jJiside|ation of nation.al—as (atntradistingnished from 
regional—trade would he the most ae<'e|itahle,— I see no reason for funda¬ 
mentally misreading the basic eharact(a and origin of international 
exchange. The difterenees of comp,'ir:rlive costs, when perceived, may no 
doubt inlluouce the volume of trade, and even suggest some special develo|)- 
ment. But it is, probably, a view mot* in accordance witli actu.d facts 
to hold that the extent of tins factor is determinesl in actual operation by 
the knowledge or estimate of tliT comparative- intensity of demand, than 
the commonly accepted ttotion that tlie comparative intensity of demand 
dictates the di.strihntion of the gain n-sidting from trade- eu ising out of the 
perception of differences injh.e- e oittpanilive- e-osts of prexlue-tiou. 1 ^ * 

.Will. THE SENTIMENT OF NATIONAI-ITY. 

Anel this hniigs us to the eoiisieli-ralioii of another limitatiju, or 
fallacy, involved in the- ehessical eexplan.itioii of the origin of trade. It 
asstlmes the ddTereiiee:^ in com4)ar,itive e ost to he natural and yhalterahk;. 
Human, ingenuity e'einnot alter them: our organisatioii and cpntrivance 
only exploit them. , The fatts. howe ver, are entirely* diftereiit. The parti¬ 
cular stage of manufacturing: skill att.iinod by,any country at a given* 
moment is not,* necos-sanly and unquestionably, ,th(» result of indisputable 

* The fee-t tlint eni ,eiitlee'i- sietes eif the- ,ti-ntleng I'Jil.-uie-e- aheH-t tif eteost^oiintrie.a the 
s®me would Ko iHudit-ioijt corroborabioj^ Hiitt r*‘m«vrk. ^ 

t VVe do iiot think so mutih oi t^|i' tradt* I'ctutvii pritiiitivo peoples and their 

mi^e 8ophif*t.iefttt*d ln»‘thr4'n from other laud9. w of the trade h^tweeu oountrie« oq almost 
thvsamo level of civilisiilion 

t liastabW Op. cit. 
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and unalterable natnijil peculiarities. There is not a natural gift but can 
be bettered by human ingenuity. There is not a natural hardship, but 
that its effects can be mininiised by human contrivance. If Ivffgland has 
e.xhaustcd her fojests, but must still hav* ships, or manuhictiire steel, she 
can substitute cqsd for cljjircoal and steel for wood in ship-buildiiig. And 
the consequenei* of Ihi# change, wrouglil entirely bv human ingenuity and 
contrivance, is .ill l^je more economic.il than the olil, establislied and 
seemingly natural order of thing-,. * I’roduelion, in iTu't, if lefts-’"tirely to 
what might bc»called nafnr.il conditions, tvoiild ipiickly m^ike an end of 
our present day civilisaliifn; and tliough there may be in*iny features of 
that civilisation which l annol possilily Ik; weleonied;* though a return 
to nature may be rfin'esented* Iw idealistic dreameis as a reversion to 
“arcadian simplicity of lilc,'t there is nineh in tli,it*rivilisation which 
wc cannot suffer to perish entirely. Human experi? ace and human ingenuity 
have, therefore, to be applied with ever growing inti M>ity to the ro-forma- 
«tion, reorganisation, anti re-operation of om iiuhistiy. Inventions and 
im|)rovements have in fact lieen known in historical fact to revolutionise the 
very basis and fortunes ol more th.in oiu; industry; and no one can possibly 
he heard if he argues for a freedom of exchange between two sets of indus¬ 
trial organisations, one of wbieli is liaeked by .ill tin; latest contrivances 
and im|)iovemenls towards perfection in execiiipin atiil economy in opera¬ 
tion, and the otlu'i lacking absolutely in all tbesi- advantages. There can, 
in fict, lie no comparison of relative costs of production between two such 
units. 1 


* Tliis i- liie nstill i.f \i)ijt( 111 . Mursh.'ill ii.ailil (■.■il! tlir J^rini'i[ili' nt .Sulwtirution. 
" Tin- |>i‘iii''i}>l«' («t ut.idu clH.brjy willi, urid i'< indr»;<i |);ir(Iy liaJtK'd on, Uwt« 

(.fiidrnfy Id a tliniiiiishin^ faff otnt-uiu from any t of rcHouropN or of 

om-i'iiioa '«i any ilirotfion, ih ill af'-ordani f uitli nx|K'rici»oo. It is 

ttai" linked n[i willi ilie br«.ail teiideii< \ t>f a ^llInini^lljn;: return t<i incrcAbcd appliontioDN of 
fapitnl And lal'our in land in old ettiinnii-'' \\fii> h play*' a piotniinent purf. in claMHical ocono- 
mic.'-. And ii ih so t josely akin ft» the priir ipli of dyniiiut ion of marfrinal utility that 
in ^^eneial Irtnn in'Ti aned e.xjienditurf, thnf btnne Aj>plienf.itiU> n| (he two prinnipleM 
are nlmo.'^t idenfi' al. It ha* alri ady heen tihbefvfd iliai. ne^^ inctliodH of pitiduntion brio^ 
into exl^tcn' *- 11 ' u t tiiMiiMidifir.**, or lower flic piiee uf old < omniodififft un to liring them 
within the rnai lt ot in>'i't'.tbt.d numljf-rH of i oii,''Uincr‘i: thaf on tlio of.her hand cliangCH in tJio 
nictho^H and xolunm of ' un'iuTiiption oauho ik w dcvnlopnu-ntH of pmduntion, and new 
distribution of (he r* souioi.s of production and flint though some nV-thoda of consumption 
wliicli conti|il>ulo niofi to man’s higher life do litf h- if anything towards furthering the 
production ^ matmal wealth, yet production aiftl' t/nsumpkion arc intimatety correlated” 
Marshall, r>/ ArVo/wmiV--' V. TV. p. Ilofi. 

I The antagoulHm («.» machine pivnludion ai.d tt-Aiuntcrparl <it modern induatrialiBin 
• was made v<x-al and ' on' rcttt hy the leader of the miohI adxjniccd >Xing of Indian uatioDaliMiii, 
m the slmp<' of an uijtiring •iiji'isti nei' upon tin' r^nuH* i^dion of the spinning-wheel, 
•ludged by material rendlt:* the movemenl connot he • aid to have been Hncx;eaflful, thoi^'h, 
of cour.se, i^ n* open to the ehampionH of the movement to deny the applicability of material 
standards in teating the auu esb or failure of their fl<Jbt.jiuc. ' 

t Modern trade, howev er, fiiriiiMho^ many such example.', e. g. the Sino-Americao 
or tlie Indo—fentisli trade. It is the eiaimax o! credulity when w*e tind writer® of 
unqueatioued merit tacitly jissuming that the principle of comparative cost*! operated eveo 
io such instance!*. 
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What mechanical inventions and scientific discoveries are to parti¬ 
cular industries and the trade in them,* the scientific sjjstems of well-planned 
state assRtance to a country's industry and commerce ;ye to industry 
and commcrcecolloctively. \V« shall have more to say ob this subject in a 
later section of this work, t Here we may only observe tljfit actual trade-in 
the world of to-day is the n:sult far more of deWreratc •fforts of certain 
communities to liave a particular form of trade—mainly one in which exports 
of manufaf;tnri (I ^o 3 ds predominate—than the outcome of an automatic 
operation onratural laws, or file result of a sheer assertion^rf the principle- 
of differences ui comparative costs. The full opet ation of the Ijitter principle 
can only he said U) occur when the exchangiiif' nations ara on an equal 
footing in all essential particulars incidental to this exchange. Where such 
an equality does iiA exist, whether owin^ to historical accidents, or as the 
result of special e.\ertions*dehberately made to attain to a particular goal, 
trade can scarcely he considered to be normal; and every effort on the p-art 
of the community, fancying itself aggrieved or at«a disadvantage, to rectify 
the balance must be held to be justified, i Such iifforls may, indeed, lx; 
occasionally misconceived, often misguided, and almost always involving a 
certain waste of energy. Hut the principle of nationality itself is an evil. 
The virtue of patriotism may itself appear a crime against humanity. Hut 
though we may deplonjthc extravagance of modern nationalist sentiment, in 
so far as it needlessly piles up avoidable barriers against the freedom of 
intercourse, and adds u|) legacies of mutual distrust and haired between the 
peoples of the world, we must not overlook the fact of its existence; we 
cannot dispense with the aid of its organisation, as at once the most efficient 
for the convenient I'.xercise ol collectiv# deliberations in such matters. 
Commercial intercourse based upon tlie full recognition of nationalist senti¬ 
ments may not always be uatufid according to the* requirements of com¬ 
parative costs. Hut it the perfection of intcri*ational commerce is ever to 
lx achieved, we think it would be liest to regard nationalist activities, mis¬ 
taken and wasteful thougl^they n!ight seem m particular instaiij^cs,* as the 
best available we.apon to forge a perfect basis of equality between the trad¬ 
ing communities. • 

We ate not unaware of the fallacy inherent in such a conclusion. 
Like the Kaiser and his militarist associates, who piled up armaments as 

thb Ixst guarantee of pgacc and jven; yet unable to avert the most disastrous 

• • 

_ , ^ . - - _ . • . , 

* Tht' IhjmI oxumplo of Uie l.'ktUn* kind familiar t o Indi»m rea^cra b tliat of 

indigo and it* dyc^tiftrii made in ludin fitnn ( Itc earliest age--* to the <lay when the aniline 
dyo was dlnoovered in a (Icnnat Ultoratory. Our dyo ^rade lias praetically ceased aioce 
thid> day. * ^ • 

t See the part dealing witli Tarid’«. 

t The position of Hie (fnited afviiigdont at- the end of tiic Xapoleoni^wars and for 
fifty yoara thorea'^ter was t \w result, wc may say, i;Ua >eritw of historiof^ accidents. It made 
that country praemioently and indisputably the workshop of ihe world. But it would b© 
inhumaQ to insist tdiat when other eommuuttios had Lome t<.i,realisu the exact reason for 
British preeminence in industry, they would not do their utn^ost to shake of the British 
hold upon themselves, and to share in the British trade domiLtou over the world. 
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war on record, we permit nationalist particularism to run amok in the hope 
of its very intensity ultimately defeating its own purpose, ani thareby 
bringing about a regflne of internationalism. l>ut the fallacy ^s only a 
fallacy in appearance, and becomes one^in fact only on account of the 
|)ejw.‘rsities of hitman nature. In ultimate analysis, the sentiment of 
nationalism rtoujS be perceived to lie the excreeense it really is, and would 
gradually be abandoned. But to p.ive tbe w.iy for its»ultimate abandon¬ 
ment, lie must lirst inTtnit its full extent of suicidal veiyom to be exhausted. 
Or, to put the ^ same thing in a form m^jre acceptable to hatioiialist 
sentimCl^t, we must allow, amt encourage it to rectify the inifial disadvan¬ 
tages by coyecitve exertions.’ That natural trade is inter-regional and 
only in sur^ilus productiou uUl then be im|)OSsible to overlook, when no 
excuse remains for paying particular attention to tlredevelopment of a 
given locality. The cl.issical assumption of a n.il*ral division ol territorial 
labour would have been .iccepted without demur, tf it could be proved that 
,the regional distribution of (laiticular forms of wealth exactly coincided 
with the ethnic disti ibiiliun ol population; so that just that tyiie of people 
would inhabit .1 given region as would, by their mbereiit iiualities, be best 
suited to develop the special endowments of that region. .Vclually, how¬ 
ever, ))Opulation is nowhere homogeneous, and seldom in exact correspond- 
ance with tbe rec|uirements for the developiueiilf of the wealth of that 
region. The movement of population, again, a*re constantly modifying the 
positidn.t Tbe only .ipproacb, therefore, that we can now perceive as 
being made towards tbe ideal of clas.sii al doctrine, is by tbe reduction of 
the number of trading units, whether by forcible absorption of several 
units into'one gigantic whole-«-tbe Biitisb Ifmpire, for c.xample,—or by 
voluntary association into a common unit like a /ollverein. Within the 
borders of this new .enlarged unit, et^ery* one agrees, tbe fullest freedom 
should be afforded to the devijolimcnt of regional peculiarities, unimpeded 
by any re,strictive regulations. Outside these froiitieis trading rivalries 
will dfevelop, continue and intensify, till •they a^ain, in their turn, bring 
about their own extinction by the institution of still larger units like a 
Leaguj of Nations, agreeing lo extend freedom of exchange inter se. We 
believe the idea of a republic of commerce, co-tcrniinous with tlie world, is 
not merely a ligurc of speech, but a most possible fact, yut we also believe 


, ' That iDtcruational (.-xcliaugo in, in ori^nn I'y iiaturft, really a cuninicrce between 

regiott'^ B/S nations, wcinay iiientioij th(; patent fai:t of tbe steadily^^growiiig 

trade in spite of ail nationalist coiitrivanecs to the contrary’ in (>erinanyi >iaf>ao and tlie L^nited 
States, where iutenNe nationalism of the kintl her*- referred toshes rtaohed the zenith of 
activities. Each shows a stearly^ increaKe In the total irode as well as in the liu{)orts and 
Exports schedules. • , * * 

t anti-immigration legislation in many et)untrieH today, though ap))ar(*htly , 
economic, passed with a vi<.w to preiervathc wealth of a couiftry for tlie original population 
of that region, is* in reality quite upitjued to the requiremeutii of t.hcimowa r4egioiial ceouo* 
mice. Australia as well as Afru’a would^ benefit by a free inllux of kircign labour which 
can afterwards be oatuaaliscd. But tlieir policy of a white Aultralfh is dictated by a sensy 
of jealousy and may roault in au imperfect dcvclopmctit of their countries. 

•3 



that to attain to it, the best method is not to ignore the existing sentiments 
and distinctions as influencing the nature, direction and tolumeofexc ange. 

XIX. REAL TRADE INTER REGIONAL AND IN SURPLUSTPRODUCE. 

< ‘ . . 

The view, howevc'r, tli:it the proper analysis, of the .phcviomenon .of 
economic cxchanf^: would reveal the uorld-tiadS to he ftiore truly inter¬ 
regional than international, as well as consisting of the exchange of 
surpliijS products only, is likely to expose us to the chtirg" of ,a grave 
economic heresy. The accepted doetrine regards trade to’he independent 
of surplus in production, hectuise till’observation‘of the facts- of life in a 
given mirnlx-T of countries lias shown tliern that tra^de is most (.'onsiderablc 
where there is no <incstion of a surplus. The ideal of self-sulficicncy being 
impracticable by certain ri^ions of the world, the thinkers of those regions 
have hastened to generalise that it is impos'iihlr for mankind. We see no 
reason to adopt siieh a view. With the growing si/e of the trading units, 
instances would not he wanting to show that seir-siilliciency is perfectly 
easy for some countries even under the complex exigencies of modern 
civilisation. America and India and C'-hin.i can e.icli meet inactically all 
their own needs by their own efforts. 'I'tie foreign trade of .\merica begins 
to approximate every year closer and clo.scr to the natural eh.iracter of 
really henelicial trade, ,iii that it becomes more .uid more a trade in 
surplus of production.* That of the other coimti ies may as easily Income 
so, if the artificial limitations now imposed upon them are coimterhalanced 
by special exertions to reshape and redirect ih.it tr.idc. An erpial 
possibility in the like direction may materialise if the United States of 
Europe comprising all the countries of that*continenl comes into hcing.t In 
the meanwhile, however, the poi^tiou of sonic insiiJar units may not com¬ 
mend the idea of trade being conliiicd to sirplnses to them. The whole 
character of the trade of Great Britain to-d.iy Tnakes it peculiarly sensitive 
on this point, driving its thinkers, the sheer force of their insular |X)s.ition, 
to set their face firmly against the real nature of all trading operatio.is. Great 
Britain largely imports articles, which she either cannot or does iiql pro¬ 
duce herself at all ( raw cotton, tea, coffee, tobacco ); or which she Cannot 
produce in (luantities sulhcicnt for her population ( corn, meat, wines^ and 
spirits &c.) In cxtiiaiige, she exports articles for which, though she manu¬ 
factures them in the largest ipiantUies, she has herself no use feottem goods), 
or which she does not rcijuire herself in the cjuantity in which she produces 
them. 'The latter only can txj, if at all, regarded as the surplus. But the 

t 

• Ab exampl.B we niny weotiJn tlie trade id niotoi' vehicle*!, petroleum, packed meat, 
tnetalwaro aod lateat invcDtiona like phooo^^raphB, typowritcre,* jlncnm dims 

t Tlic development of the Btrfoi/o and the Triple Alliance in the early years 

of the present century, thoug\i directly traceable fo political conKiderations, was not entirely 
regardless of* econSmio Bide-lights. The TaritT^rclations between Au'itna and (lermany for 
example soggeetetf a ^fainli ^lOBsibility of assimilation iu near future; while the reeolutioos 
of the Paris Economic Conference in war time (1916) frankly indicated a concerted economio 
policy for the western Allies. ^ 
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series of historical accidents which has made her preeminently a manufac> 
turing country, and Jret given her a population much too large to be fed* out 
of her own resources, has made her look upon the entire organisation of 
production with i^n essentially difterent lighw S/ie thinks oj^ proJuciion as 
bein’g principally ort>(inisi'il for rxcluinnc, ichercas the more correct view is 
that proilnction must priimirily he regiirJetl ns l>eing iiiHlerfnken for use. * 
Each effort is made to^rneet its own satisfaction. The it)uiid-about provi¬ 
sion of such satisfaction by first organising production ft)r exxhange only, is, 
to say the least, .needlessly engendering a misdirection, if not wasfe, of 
energy. »It is, besides, inisiaiderstaiuling entirely the charaetty of trade to 
hold that it would not arise if [troiluctiun was organised Oji the basis of use 
as distinguislied fionntxchange.«Given the existence of regional |)eculiarities, 
the creation of a surplus would be unavoidable, if we Assume the proper 
development of productive organisation. .\nd oi* e the surjihLS arises, its 
exchange would only he a (|uestion of time and tactics. The insistance 
,by woman, for r-xampU, upon freedom for herself and the right to 
lead her own life in her own way does not prevent the sex attraction 
from functioning, or sex intercourse developing, with a view' to propagate 
or maintain the race. And this quite apart from the growing tendency 
in modern times for married individutils to lead each his or her 
particular life. The stress upon the regional peculi;ijities would, in a world, 
where commercial exchange is placed on a footijig of universal equality, 
in no w'ay prejudice the possibility of commercial intercourse, and may 
even render the latter more healthy and reasonable. 

■ ■ XX. SBECIAL CASES. 

This revision ot the’b.'isic view ol" fowign trade does not, however, 
solvt^ the peculiar difficulties qf^x'oplcs like those of Great Hritain. The 
pTactical operation of this revised view of things will have no chance of 
succe* if such an important community •iinds no .satisfaction in the ar- 
rangemeift based upon this doctrine. Production primarily for use, as 
contradistinguished from produi tion primarily or princijially for exchange, 
may be all very well for other peoples: it may be conceded to be more 
econ»mic,.al as well as more in accordance with the laws of nature, y compris 
human nature as well as physical peculiarities. It may even be admitted 
to be mflje conducive to the developuyaU of t\;e higher wants of rflan, 
which tcyday have to be submerged, and may prove more encourjiging to 
the cultivation of the graces and amenities*of humaj^i life, which to-day, 
not lieing capabh' of valuation in a system motived a^d dominated by the 

__•__^_________ 

* If tin* of the Divihiini rtf L»U>ur iiidufinj; rcnl of()n«»n»y in 

production, wc inu- t acc ept the prin<*iph-of pjt/du tioii foi»exchange rather than for u»e. 
We admit the atUautag*^ ot Divisif»i#ol Lal»our witliin a country, o*withia an industry. 
Hut we eonhid»T it** extej.sion t<j a teriitorial difitril»utif»n of wotk ajrf-to fogender 
miBunder^taading afo) diitrust. And we do not see that regionaf production will neceawily 
and uaturally ho organised primarily for exchange inter regions There seemu to lie an 
obviously avoidatile wa^te of tfiergy io such a process. 
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obsession of exchnnRC, have perforce to lie neglected. But admitting all this, 
the fad fact remains that for lingland, and those who,have blmdly followed 
her examt)le, the scheme is simi)ly unsuitable.' They cannqt bo asked to 
simply fall out^ind we cannot l.Oiasked deliberately to misconceive the nature 
of trade. Hut the security and maintenance of lands anc^ people like the 
British, pending at least the evolution of some foriti of a European replica 
of the United States of America, can lie guaranti;ed without necessarily 
demanding a misre.'tding of the origin of trade, flicsc people ^must realise, 
indee*d, the mistake of tlie accepted notions; and hasten, of^heir own^accord, 
to reform tfioir industry and reorganise their trade basis whilc»it is yet 
timc.t Scrapping oi itKlustric^, in wlucli, wliiitcvcr thcii*^prcernincncc 
hitherto, they :ire mtiiiartMl with n'Umtless ilvalry, is •nltinrately n. cheaper 
proposition than* a !>liiul ('ontiniiaiict.; in traditional paths. The 
accumnlation of tnchnic-tl rxpnricnei.* they c:in now cornmaiul, over and 
above that at the dispos:il of tin* peo[)les they trade with, would enable 
them more readily to rcjilae*; tlieir sciapped industries, by others equally* 
productive. And if this alternative is costly ^ the vLonomics of such a 
delilxiratc. wholesale substitution cannot be summarised in a sentence, 
even siipposin^^ they are understood in perlec'tioii <.‘nou^h to permit their 


* “ Kngittii'l furni^hf^ aImjuI. luir scvunlh uf f lu- iiitcMiountrics other than 

Knjclntitl, nnd (ierirmny futJii'.lKs n<ni ly om-cii'Hj, or Ihe anme proportion as 

the Ignited Stntr.*<. 'I’hcHo fhrro JHilioiiH arr liy Uir tln';'r<’nt.*-il {)roiiders for thU'huitmn 
raec in virtually «'v«ry liiiu of luuimn nuh'Mour. There is an intero.tini; dilVerenue, 
howover, between the forei^jn trade nl Mw I'niled ShiO s nud Cenn/iriy, and that of Knyland. 
In the two first tiaimd eouuf-ries Mie exports ;ire l.ari^^ ly of Imine |)rodu< tioii, and this is the 
COSO even iikho in Anieriea (hfni in tit'i'iii/iny. In the ensr of I’nkctaml, n \er_)'*lai‘.krc amount 
of her foroij'n trade is lluit of <lis(rilmtiu*^ aj^ent- f^r the pi-o<lu' i r:i of other euunt.ries.” J. 1). 
Whelpley, Tr'iifr. of thi- uorhl p. S, lUil. eieii here th«‘ iael, of I'hii'li ill industry being 
do{H‘ndant for raw material upon tin'fofi i^ti I rade, as tBe pi^iulntion is for food stulVf", is 
nob Mutfieiently brought out. Uefota- the war tfe^nnny was the greatest trading rival of 
(treat ilritain, and therefore, fast l.i.',uniijg n repliea oPCre.at Hritain in its dcpendmieo uppu 
trade for raw' material ami fond sl nils. Among I h'* I railing eount l ies of the world, America 
WH«, before the European war. the oaly e.xei'pti.jti to thit imfortutmte hut iiffevibable 
innnifewtation of a hasie miseoth i^tion on the origin of trade. '' 

i In a wer ' N of three speeial art ieles appearing iij I lie'I’ime ; Trade Sup|)lemeftt in 
the Hnit \Y<‘eks of a -ingulariy ehm-ighied writer has analysed file dangers to the 

British supremacy in intermitional tr.ad*', owing lo the growth of lo’al industries in the 
principal c-ountrioi wi^th whii'li Britain halabually tra<li'd. .\i tin- end of the retiew of 
llriti'di trade he asks: “It ji pos.itde to evolve a poli.y fh.at shall ensiive the United 
Kin^ylom maintaining its eommcreial supremiwy twenty or thirty year* almud, wlvon the 
OvtM’sertS developments wi* llSve foreslmdoweil ha**' tnmb* giant strides along'iheir pr.th of 
iudustrirl progress, It is just eommon si rise th.at the eoiintry whi-'h prodivei a.i abnndanee 
of leather should make hoots, ntttl that tbeeotfon ami wool growing >'ountries should turn 
out all their retpiin'mentlf in textiles, fu Ihc r I'.ointfi it ' f ronuot str <?,'*// le ly of 

tht impiittt, exeepi;^ Ity t'oniin^iiyg •> use our tc'hnie.d miiT ntmufa turing experieneo to beit 
thoao countries in the styh* mid <iu.ality of our produ •lion' i aVt*tn: .oov 
i* /'*»■ «<. X X X X X X With resfveet to the domiiyoDS, 1 think 

the oaee is ditVerent luid poLvsildy more 4iopefu]. « With the exeeption of India in re8j)cet to 
jwpulation, the Kugiire tUHsls for its developno nt ej<|»Val and population. X X X X X It 
dow appear that some Kiheme of Bmpire federation might bo formulated, Komo jilan of 
InHWrial ]>nrtnersbip, 'whkb will supply the need of the Dominions, while safeguarding 
the interwtii of the I’nited Kiugilom” I'l'iines Trud*' Supplement, i^anuary 1923, p. 439| 
But unless-they make haste even this alternative may prove niA- feasible. 
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crystallisation in a single sentence, 1 the possibility of emigration— both 
for capital and lafijur—to regions where tliere is still room for them- 
would be more easy of accomplishment, more profitable to \he parties 
immediately conefrned as well as to Inimamty at large, than the continued 
misuderstanding/)f the vjry essence of foreign trade. The feat of causing 
successfully emigration (Jf millions of souls is not a light one, wc know; 
but it is also not iibsolutely impossible, nor relati\^ely costlier. The 
yet undcvelo^ied regions of the world, .Xnst’ralia and SeJuth ,\merica, Africa 
and p,afts of .Asm, permit the hope that the sfirplus souls in ilritain or Ger¬ 
many Would find snfficieiTt room in those countries to ellow of a more 
natural trac^p on the whole. ' Of com se this is a palli.vive at best. And 
wo must not ovorloolf the* possible complications in it by ^similar necessities 
being felt in other countries besides those holding the ifiost advanced com¬ 
mercial position to-day. V iewed as a world pij)blem, wc think the choice 
lies in the possibility of human ingenuity so to expand as to provide decent 
human sustenance to all* mankind on a general footing of equality, and the 
need of deliberately restricting the growth of numbers within the margin of 
productive powers of the world. So long as the view is tolerated, impli¬ 
citly if not expressly, that man is his own destroyer by preying ujwn his 
own si>ocics, the suggestion of a deliberate restriction of population by a 
wi<le-s|)read system of voluntary birth control.will hot he generally accepta¬ 
ble. J^or the hope will always he entertained against hope that by sheer 
force of numbers, if by nothing else, one people may obtain a living at the 
expense of another. '1 he last European war appears, in this light, nothing 
but a ghm^lly es.-ay. in i)redatory habits. It is a comfortable view to recall 
that while i.oo.ooo Red Indian;? were too m.iny on the whole of the Ame¬ 
ricas, 100 million inhabit^iuts of the Uinted States are not quite adequate to 
the possibilities of that country, lint can we on this view shut our eyes 
tp the imminent (lossibilitits of the immediate future ? Should future 
generations of humanity show greater ingenuity and make the limited 
surface qf this earth more hosiritablc than we,find it in our tiftie, it would 
lx; but fair to leave that generation to enjoy the fruits of its own ingenuity. 
Let uf not, however, for that n'.ison, acliishly im|)air their future from now- 
and as far as we can see at present. 


■ Mr. Norman .\ngell and those who think with hi n' would demur to aucb a 
suggestion. In his latest work* ' b' /(. innn /i.*," he argues againet the poeeibility of 
wboleaale emigration en the ground of outlay alone. but that does not make it 
impossible.^ Provided there is real room for suoli an eiiiigratioo, mere question of ooet 
would not bean elf'ective deterrent in the event oi a full cxjrtioii of eoonoicio prresure on 
the soil. The surplus population o,‘.Korope alone would aggregate #0 million eoule at 
least, if eaeb country is to reorganise production on the basis of use,.and yet maintain ita 
present level of living.. But this figure, in addition to the possible emigration from Aaiatlr 
countries for the same reasons, will not be oiCBSsive for the known fiooaibilitiee of the yat 
undeveloped territories in Ai&tralasia and Africa and Araerioa. 




Chapter II. 

_ • • 

The Volume of Indian Foreign Tra3e. 

• • . 

THE CHARACTERISTICS OF OUR OVERSJ5AS COMMERCE: 

• XXI, A. EXCESS OP EXPORTS,. 

, , ComiiiK next to (lisciy;s tliu peculiarities of the trade*of India, we 
find its most «irrestinj; feature to be a steady excess of exports of all Tncrch- 
andise over thi? correspondiiij' imports, including Government stores. We 
have already |■(>lTfarked this peculiarity fjom tbe i;tirliest ages; and its 
persistence to-day.Hped, at first si^ht, occasion no surprise. The following 
figures iire sufficiently elo(jucnt by themselves, 

( Pigures in lakhs of rupees i 


(juiitilHeiiniid > 

tveruge. 

Inpot'fs. 

Kxi»tits. 

I'txces.s of lOxp. 

h, 

18(!8-9 

31,7() 

55,86 

24,16 

1869 70 „ 

1873-4 

:!3,(H 

56,25 

2 ;i,21 

I87tl-.'') „ 

1878-9 

;!8,;i(; 

60,32 

21,96 

1879-80 ,. 

1883-4 

.■.o,l(; 

79,O.S 

28,92 

1884-.T „ 

1888-9 

61,.51 

88,64 

27,13 

1889-90 „ 

1893-4 • 

70i78 

1(14,99 

34,21 

1894-,) ,, 

l8‘.>8-9 * 

1 ;!,fi7 

107,5:! 

:!;!,86 

1899-1900 „ 

l90;!-4 

86,08 

]21-,92 

■10,24 

1904-.''. 


104,44 

1,'>7,72 

.■>:{,31 

1906-6 


112,11 

l(!l,84 

49,73 

1906-7 


117,29 

177,03 

. •>9,72 

1907-8 


i;i6,(!r. 

• 177.48 

•to.s;! 

1908-9 


128,79 

153,11. 

2-1,:i5 

1909-10 


J22,e.-, 

W7,98 

f!5,:!:! 

1910-11 


i:i;!,7(i 

, 20!l,yfl 

76,26 

1911-12 


144,(ft 

227,110 

83,91 

1912-1;! 


166 ,6:! 

246,22 

_ 

79,69 

I9i;i I t 


I9l,:!l 

249,tll 

57.70 

19U-1.V 


• 114,',i;i 

182,17 

•;!7,21 

1915-1(1 


l;!8,17 

199,4,8 

61,Bl 

1916 17 


160,25 

247,:!6 

87tll 

1917-18 


164,;!5 

241,9(1 

80,55 

1918-19 


188,56 

25:1,32 

66,7^ 

1919 20 

• 

221,711 

:i:!2,76 

111.06 



■ri7,ii 




, 


■‘is.a.i 


*1922-2:1 


182,89 

221.20 

,:>8,31 


The purohaNiDtl; .power of fiulia ie iiot mea'ured merely l,y her export volume. 
To tbe exports of mert'hnodise we must uleo add tlie loaiia ftoated on at^muot of thia country 
abrond, and being payable in good* here, Before ihe wr-India borrowed almoet every 
year in London. Between lSin)-1913 the etcrling loans of India aggregated £ J2l),»33,fH)0, 
or an average if over £ i) mflhon per annum. Intl.e W ar years and subsei)uently the 
proceM has been .continued, with greater intensify, and tlie process was furtIter complicated 
by the expenditure incurred by tlie 'iovcrimicnt e>f India on liehalf of ttie Britirh Governineni) 
in Mesopotamia and .elsewhere, thus ailding still further to tbe uredits due to India. Tliia 
laet item amounted between I'JIO-IG and 1919 29 to ucaiTy 300 million sterling cp. 
"Sixlf years of Mian Fimnet” p. 3«1, by the preeent writer. 





XXII. EXCESS OF EXPORTS AND PROSPERITV OF INDUSTRY. 

• • 

This steady (^xcess of e.xports cannot but suggest at tirst sight a 

prosperity of 4 ocal industry, taking that term in its widest possible signi- 
ficapce, which alene can provide such a sJbstantial margin*of exports over 
irhijorts. Ws h »vc analysed in a later section the character of these 
exports; and attAnpted estimate, from the point of vie^v of national well- 
lieing, the desirability’ or otlu rwise of this feature in our foreign trade. 
Here we m."^ simply observe that the apparent excess of Indian prodi^ction 
over Indian consumption implies, first the* inability of India to absorb 
foreign Vares to the full ‘extent oi her purchasing power as evidenced by 
the magniti*fle of her exports; and, s^■^:olully, the balance*of exports is itself 
the result, as will l*e shown ‘more fully below, of the upder consumption 
within the country itself. By ii persistent lowerhig in the standard of life, 
by starving themselves of their own necessaries^for efficiency, it would 1« 
possible for any comnuinily to show a snridns of export, which cannot, 
‘however, necessarily ar?;ne corresponding strength in thetir communal Or 
n.itional well-being. Local industry wcnld be starved if the hulk of the 
law material is exported; local he.dth and comforts impaired if the bulk 
of superior kind of food-stnffs are exported. .\nd the fact that the entire 
purchasing power is not fully utilised in taking^up foreign wares ought 
to be sufficient proof of this suggestion. • 

xxm. EXCESS OF EXPORTS A POLITICAL DRAIN? 

This last point, however, brings ns up sharp against the peculiar 
features of Indian eexmomic organisation, which are largely political in 
their complexion. .\ large balance of exports, over and above the imports, 
must be maintained in Indta if the tribnU; lejied by the British connection 
of India is to be iiaid. Normally’ this tribute is called the Home Charges; 
aAd specific analysis of the items composing it is made to show that a part 
of these at least, if not the whole, is balaiyod by what may be called “invi¬ 
sible” imftorts. The following table will show‘in close conjunction the 
excess of exports and the Home charges. 

[ The figures arc in thousands sterling, j 


Tear. 

• 

Bxcoss of J'ixpurtr.,. 

Homo Charges. 

.1899-1900 

2’2,263 ' 

16,392 

1600-01 

17,883 

17,200 ■ 

1901-02 

24,076 

17,368 

1902-03 

29,052 

18,361 

1903-01 

;14,616 

18,146 

1904- 0.5 

1905- 06 

35,.540 

19,473 

;i3,148 , 

18,617 

1906-07. 

.39,858 

49,028 

1907-08 

37,298 

48,487 

1908-09 

a,243 

18,925 

1909-10 

43,440 

19,123 



Tear. 

Excess of Exports. 

j Home Charges. 

1910-11 

50,861 

• 19,581 

iail-12 

.55,956 

• 19,9)7 

1912-13 

53,060 

*0,279 

1913-U 

' 38,46.') 

20,311 

1914-15 

24,CH3 

20,208 

1915-16 

10,874 

. 2(*,109 

1916 17 

56,041 

‘21,115 

1917 bs 

53,693 

26,065 

I 9 IH 19 

It,.505 

23.629 

1919 20 

74,037 

. 21,643 

1921 A2I 


29,735 , 

1921 -h 

IlfiVI 

' 31,2611 R. E. 

1922-23 • 

2.5,.510 

3n48.5 B. B. 


• • • 


With tin: exception of two years of disastrous eurreney experiment- 
inR, the trade of India h;^ steadily shown a halanci’in her favour, which 
is usually larger than till'*tlome (diaries or “Invisihle Imports." With the 
exception of the poor scsison of ipoy-!S this halanis' has hcen more than 
sufficient to meet the Home charges. We must also add to the purchasing 
power of India, as represented by the Ifxports halanccy the annutd borrow¬ 
ings abroad, which averaged t\) millions a year between 1891) and ipIJ-Id, 
as also the credits duo to India for expenses didrayed by her Government on 
account of the British Gftverimient, which, between 1914 tmd 19.^0, aggregated 
£ 800 million in round ligiires. 


On these figures the Home charges would appear to amount on an 
average in recent years to 45 crores for the Government of India alone, and 
would be over 50 crores if we include the Inuisactions d' the various provin¬ 
cial Governments. How far are these charges a real economic return may 
be judged by the reader for himself .from the subjoined analysis of those 
charges for 1920-21. 


Hireot demaml. 
RftilwayN 

Posts. 

Debt sevvioes 
Civil Admn .. 
Ourreuoy A Miut 
Pensions Ac. ... 
Army. 


( Figures in thousands sterling.) 

• 

.% ... 

. 9,657 

. 854 

. :i.:i3.5 

. 977 

. 546 

, ... ... 4,357 

. 11,640 


Total. ...• ... 29,735 

Out of these 45 crore% spent in England, the greatest stretch of 
imagination can only allow £ g’bsy million for railway debt, and £ 2'357 
million of Pensions charges, as being at all in the nature of payments for 

* Tbts trace figure for 1923-23 arc oifly for 9 montlu,; while the Home Chargee 
figurea for 1921 -22 and 1922-23 are Keriifcd Eatimafe:* and Budget Katimatee only. 
They are, alto, the *Home Chargee of the GoverDmeot of India, exoluding tboee of the 
ProviooUl Ooverameoti from 1921, trbeo the fioancee were eeparated. 




n 


“invisible imports." In this view no allowance is made for the fact that 
not all railways are Birectly productive, nor has the total account oW the 
Indian railway^ from*the first construction to date shown a net i)alance of 
profit. We do iiQt also split hair, in makijig this allowance, for the true 
cccnomics of the^f’ensions obliftation, or the effect of such payments made 
to individuals*reiident aUoad as likely to reduce the capital resources of 
this country, and thereby haudicappiiif;: pm tunlo all projects of lar',;e scale 
industrial development in lialia. but itveii deductiiit; titese i.; millions odd, 
we find no matetial or economic eipiivalent ^or the /,' 17 or £ lb mdlions 
odd, of which the country is annually drained, on the pretexl of ttteWar Office 
charjjcs and •Debt services maintained in England. Even, therefore, if the 
country’s |)ioductive ««ap;R.;ity can show a surplus of exports over imports, 
that surplus will be of no real benefit to the country unt»l*at least it agure- 
^ates 50 crores per annum. 

XXIV. THE TRADE BALANCE OF OTHER COUNTRIES. 

• 

The perfect balancin;; of exports and iinports is an impossible ideal 
in any country, thouf^h it may be regarded as the index for a perfect state 
of trade relations. The imports and ex]x)rts of merchandise are complicated 
by the exjxtrts and imports of specie, which are commonly, though some 
what erroneously, rcjjarded to have the reverS' effect upon national prospe¬ 
rity from the imports and exports of "oods. But even those items are 
capable of calculation; and they do not entirely escape the tradin;' balance- 
sheet of most civilised countries. ' What, however, does not .admit of a 
similar calculation js the so-called invisible imports or exports, in the sha|x; 
of shipping; freights, banking coittmissions, travellers' remittances, earnings 
of the nationals of one countrv resident and operating in iinother, political 
tribute, and even movement of securitii’xs. ‘I he last item may be capable 
gf measurement by an adeipiMely develojjcd system of Bourse regulations; 
but, as things stand, it is seldom capable of precise measurement. Within 
very wic|^ margins, it may be said that Imports are paid for by l'-X|K)rts; 
but the rigorous, indiscriminating a|iplic.ation of the maxim- -which, like 
all gofieralisations, h;is a grain of truth and a sackful of ajihorism—to the 
facts of any country in any single year is bound to yield most unpleasant 
surjftises. Not only do the imports and exjxirts of any^ country habitually 
do not balance; but the imports and exports of the entire commercial world, 
totalled tip, would show a most disconcel'ting want of balance.t Let u? take 
the tra’de position of the following live leading tommercial countties of the 
world, who, betvt'eou them, do the greater portion of the world's commerce 
and see how we stand with regard to their ti»i de balance. ^ 

* The purtioo of 8()ede cntcriig or leaving a country in the ahapa of travcIIorM 
pocket m^liey is the only amount likely to eacape calculation in modern tiroes, 

t The Iroporte total and Experts total ^f the 70 odd leading commercial countries 
of the world sHtoW' the value of *106 imports to be greater than that of the exports. A 
probable explanation is that while Imfprt statistics are given C. I. S', i. e. including cost, 
insofanoe and freight^ exports are valued for ^tiitical putposis only as at the point of 
ambaroatioD. 

\IO 
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THE UNITED STATES.* 





Exi>oHs. 

Jlalancc ( Exports + ) 

I'JlS 

£ :t02,fi0l,017 

C 

485,701,271 


t 

123,099,624 

lOM 

„ :17.5,7»5,1:!I 

( 

4(15,99(1,805 



>' iX(,151,674 

1915 

„ 9:fl.,8:!:l,95S 

>• 

55:1,717,8(18 


,, 

, 21^883,910 

I9l(> 

„ W9,.57(! 701! 


8(1G,(19(1,.>7 7 

'■ 


.427,119,875 

1917 

„ .5:11,871,097 


12,58,(Xl9,(i78 


,, 

72(1,138,641 

1918 

„ .589,19,1,080 


118:1,!42,271 

' 


.594,811,194 

1919 

„ rtl;i,17.5,:iaf; 


1.589,8(11.(121 


,, 

97(.»-()8(),28.5 

1920 

„ 101.7,970,129 

' 

1(122,207,94(1 


,, 

.574,.537,.52:l 

1921 

„ 7:lO,88;»,88fi 

M 

1277,127,755 ■ 



.,.54(1,2:17,869 


THE UNITED KINQDpM. 

* , 


■( 

1919 

.£ 7118,7:11',7:19 

,c 

(1:14,820,92(1 

_ 

.c 

139 9U'419 

1911 

,, ii9(:,f!:l5,ll:i ■ 


.52(1,195,.5211 



170,'t'99,5!MJ 

1915 

„ 8.5l,89:l,:i:iO 


18:1,9:10,(129 


,, 

:l(i7,!i62,72l 

191« 

„ !»18,50(1,-192 


(K Cl,845,885 



144,(160,607 

1917 

„ 10(11,104,(178 


59(1,757,207 

• 


467,407,471 

1918 

„ 191(1,150,90:1 


.5:l2,:l(!4,078 



7811,786,825 

1919 

„ 1(12(1,1.5(1,212 


9811,98-It,(177 



7(I2,771,.5:1.5 

1920 

„ 19:12,(148,881 


1557,222,(1(K_) 



975,426,281 

1921 

„ 1()8(>,(187,21:1 


8lO,2'18,:l54 



276,428,859 

1922 

„ 100:1,918,000 

.. 

724,27:i,(X.KI 


,■ 

279,645,1X)0 


FRANCE (Total Trade). 




1911 

.C :!22,():12,(KK) 

c 

24:i,()7(!,(K)(» 



79 556,000 

1912 

„ 918,0.14,000 

,, 

2fi.5,4.54,(XXl 



.52,.580,0(X) 

1919 

Fr. :i.5,7!t9l 

Fc. 

11,879-(1 

- 


2:l,!(l9.8 

1920 

„ 49,904.8 

,, 

2(;,8!('1.7 



29,010,1 

1921 

„ 29,.518..9 

»» 

21,.5.511 1 

— 


1,995-2 



JAPAN. 




1911 

X .51,980,500 

i; 

4-1,749,900 



6,697,•.CM) 

1912 

„ (11,894,200 

1 . 

.52,(;98,IXK) 

— 


9,196,-200 

19U 

„ .59,.5?9,.572 ' 


.59,ll0,M(; 

— 


46:l,4'26 

191.5 

„ 53,212,950 

>• 

70,890,087 



17,587,7.37 

lOlli 

75,74(1,791 


112,748,811 

+ 


:17,(KXI,1‘20 • 

1917 

„ 1(«,.583,110 

« 

l(!o,:ioo,. 50 :i 

+ 


.56,717,1193 

1918 

,, 1(1(1,81:1,81:1 

n 

19(1.270,025 

+ 


29,956,212 - 

1919 

217,:<31,93:1 

u 

20i»,887.2(11 

_ 


7,444,672 

1920 - 

,, 233,(117,478 

t' 

194,8118,9 W 



38,820,.'812 

1821 

„ 101,388,UX'i 

M 

12.5,2S.5,0(Xl 



2 :l,8l6,&0(.) • 


* These fif^ures are ^'trken from the Statcemnn’s yenr Book (1919 and 1932). lu the 
cate of Frauoe aud Oermanjr, the fi^.ires are ou)y of tbe'^pecia! Trade, which iooludee 
only the importe for home use ao^ eiporto of local origin. These are'therc^ore necessarily 
ti^ialler than the HgurcN for the general or total trade including all Importe and nU Exports. 
In the oase of France, the Kguret for 19U and 1913 are taken from the Daily Mail Year 
Book for 1914, aud tho(e for the post war years have beta allowed to be in milliards of fraixw 
osriugtotho depreciation in French currency. The Getmao figures have been taken for obvious 
reuoDS only for the pro wnr- period, while the Japanese have been .converted at the nd« 
of JSwbIO yen 










OERMANV, 



t Imports, 

1909 

' £ 443.(y20,.")00 

, 1910 

465,499.600 

1911 . 

500,347,2.50 

• 1912 

5.50.8»6,6(X1 

1913 

„ .560,315,8(X) 

1914 

„ 269,314,000 


Exports. 

€ :U2,93t,4r.() 

„ 382,209,WTO 
„ 4ll,2l2,!t00 

„ t:. 1,970,450 

„ .•>l)i),9(>5,000 

„ 249,248,000 


Riilanoo, 

£—*1(X),(I80,550 
„ 83,289,700 

„ 89,127,3.50 

„ 95,880,1.50 

„ .50.370,8(H) 

„ 20,()6n,(HK) 


Of theSe countries, the United State? alone shows a margin of Exports 
over imports, white Brit^i^, Germany and France are sU.'adily showing a 
passive fcalanco. Hnt^ the balance of trade is not. the total balance of 
accounts for or against the countries in <iaestion. As^ regards the United 
States, for ex.ample, a recent work * thus presents tfle total haKince-shect 
for 1909 , a fairly typical pre-war year, an^ for 1919 postwar year. 
Some of whose features have been, no doubt, sin('c then Isccn very much 
accentuated. But thff essential idea remains unchanged. 


1909 . 


Requiring )iayraents to U. S. A. 

Exports of Mer. hamliso ) aj 7,9 oqo.OOO 
and bilver. ^ 1 

Exports of (lold „ 48 ,(X) 0 ,(X )0 


Retpiiring Payments abroad. 


Imperl.sof Merclinn- ) 
dise and Silver. J 

Interest on Euro- ) 
pean InvestraontB j 


$ 1,356,000,000 
„ 250,000,000 


Tourist Expeniliturcs 


170,000,000 


Remittances lo 
Eriemls 

Freight charges duo 
• to Europe 


150,000.(K)0 

25,000,000 


■I'otnl .8 1,767,(100.1 lG( 


Total „ 19.5l,()()0,0t)O 


Balance against the United Stales 8 184^000,000. 

^ * 

. T hough the writers above-named do not explicitly state it, this pre¬ 
war iralance was met by the European ^investment of fresh‘capital in 
America, or, what is the same thing for our presenj purposes, the export of 
American securities tex foreign countries. 


V'MwrKfi ant >ht Bitwr Sheet of Enropr", by Jolin F. li«» * Harold 6. Moulton 
p. 18-19. • * * 

t “The dual outcome of all Hjeee operations showed a balance of 8 184,000,000 
still to be wcoonte^ for. This miglA have been settled, by sn Exportation of gold; but 
it was in fact offset by new—permanent or temporary—investments in the tJnited States by 
other countries,” Ibid. p. M 
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1919. 

• 1 ‘ 

Reqniri^ Payments to U. S. Requiring payments abroad. 

Kxpoi ts of Morclmn- 7 g, 151 , 0 ( 10,000 Merchan-, 7 ^ 3 993 000 ooo 

diHO and Silver j dise and Silver j 

< ' f 

Expoi'ta of Gold (njt) „ 008 , 000,000 Tourist Exfionditurfli „ . 50 , 000,000 

Interest on Amoi'icai* 7., 122 , 1 ( 00,000 Remittances to friends,, 300 , 000,000 
[nrosiinent in Europe j ,, . 5 (Ki,( 0 ),O(M( 

• Ralancu in favour 

Freight chargee due „ 73 , 000 ,tX )0 of UniCbil Slates 

. I 

Though tin; nj20 and 1921 Trade balance figures arc much smaller, 
than those of 1919—the year of hectic and record trade boom,—they still 
left a l)alance in favour o^thc United States of £ 1,120 million in two years. 
The U'. S. A, have become a great creditor country, which, instead of 
having to pay about I 250 million annually by w:^ of interest charge to' 
Europe, now finds itself in a position to receive some 622 million dollars on 
that score, per annum. Of these, about 500 million dollars represent the 
interest diic on Government loans to European countries in war-time; and 
the balance, an intercs^t on foreign investments of American citizens. * 
America also has decided to iniild a permanent mercantile marine of her 
own; and though perhaps she may not, in immediate future, become a world 
creditor on .account of shipping freights due to her, she certainly promises 
to he at least her own carrier, and tlierehy cancel off the amounts, which, 
before the War, she was oldiged to pay to the principal- ship-owoing coun¬ 
tries of Europe. The tourist c.\penditure and remittances from foreign 
residents earning in .\meiica mjiy, ^nd probably, will, increase in the near 
future; while the capital investment abroad, by way of direct purchase of 
foreign securities or starting industrial concerns, or working such concoa- 
sions in foreign countries by means of American capital, may increase. The 
balance now in favour of America is, in view of the exhausted condition of 
the rest of the world, too great to he snceessfuUy paid, without either an 
increase of .American investments abroad, or an entire cancellation 01 debts 
duo to .America from the wc.ikcr nations of Europe. It may also he noted 
here in passing that the .Amoncan intentions, if thev can be taken as 
fair.'y represented by the Fordney T.iriff and the Shipping Subsidy Bill of 
1922, do not indicate any willingness on the part of these ^repplds to 
facilitate payments of thesi; dues in the shape of increased im^rts from 
abroad; though it "must also lx' admitted that, judging from the trade 

If tlx- (U-l,(8 xi-e settloii liy European ermntries on the model of the 

Anglo—Ameri'-an eeltlement^in the beginning ot thin year, tliis item will he'^very ('onni- 
derably reduecd, anrl may even vaninli altogether if the obviously bankrupt nations of 
Kuropo refuse to p^y- the debts duo from them; o| if ttie I’. S. A. agree *to some seheme of 
oancelling internatlouajl indehteduess, .At the htginning of 1923, America, after funding the 
unpaid Interest, was a creditor to the extent of over S Igthoitsand million, the interest 
whereon at f«", would he S 617 inillioii. 


] „ .5,77j,lXK),000 
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figures of the United States since the passage of the Fordney Tariff Act, 
the imports into America do not show any appreciable shrinkage, while 
exports continue to fiburish.* • 

• As rcgards*the apparently adverse balance of Germany in iho years 
immediately* prdheding Jhe War, the following passage from Mr. W. H. 
Dawson’s classic work on the Evolution of .MoiA'r// Cenuuny miiy be left 
to speak for itself, t * 

“ Oiiring’ ilio ])ast. iluoailo alum*, (uM'maiiy lins liii'l an u'icuiM oi im|>orl.s 
alioVo oxpoHs of over suvon ImndrtMl milliini |Minntls. l>o left to 

the spoijfal sludeiit to imjuiro in what measure and in vWiat <lirection.s thin 
“passive” l)alance^>f iPatlo represents permanent additions to the eapital 
wealth of tho country. AVritiiii^ in the /■> .w.>/;oV for Deconther 

lltfiT, Prof. E. \'on jialle esiirnated that: "'^Jdiilst pei‘ha[is 0 
are derived from sliippini;, ilio rest of the yi''_rntive halanee is made up 
hv income from investments aln-oad that are figured at. sonn'thing like one 
itiid a half miliiai-d i^mnils. A careful review seems to ])rove tliat whilfit 
the valuation of the (ierman colonial enterprise at the prt*«-erd lime eaniiot 
ho put highei' tlian C oO,OUIt ()tiO, invest nient.s in the l-onds and stucka of 
foreign transoceanic countries, inclmling Turkey, amount to C 201)(HH)000 
out of a total .C ^jOO'oOO,'">0 of (Icrman foreign investments in securities ; 
whilst tlie value (»f tin* pi'operty of (Jerman citi/anis living abroad, and 
(ierman invostimmts in transoceanic undenaking^. including Turkey, may 
he jml. at al.-mt C d.^O.nOO.OOft. Tin- of invesimeats in foreign 

continents represents ihe smaller half, Imi no doiiht tlie most p?-odnctive 

part of (lorman foi’eign investments”. ; 

As rcgiirds Britain, it is a woll-known hu t of practical economics that 
for a long time past, the ex(a#^s of imports intn Mritoin lias been paid for 
by the shii>ping frci<ghts and lie.nking commissions due to her, as well as the 
interest on lier loreigi? invostments and l.ril>flte.s from liei dt,‘pciidcncies like 
^ndia. Before the War, ac4-o*rding to a discussion Uefoie the Royal Sta¬ 
tistical Society in i<)M. the total adv-’i '^c bakince against Britain lor 1()12 
was? :— 


** It, may Im‘ niit.-.l 11 “ liiatoi'y, .li i* .in.\vit.hN(,ainl.uy 

tl.f moat I'igumualy iin.lfi tioriiat, larill ., Hic 1''}•'..!? '.."I. “ Im'' ' onlinuod to 

ilcriv* sul.ataiitial oiiatom, and tli. ir trade Inis “h.mn a uio^ n imn killdi- Iminaii' y. 

II|.. Prof, 'rau.aij,''' 'I':-,://ili-i'; ,/ n/ III. ./fO av . A|i|)cndix'I'al'l.'I p, tril ‘i, l!l•fol■. 

till- .War tlif r. Im* a ' i.atoma r<-iiiiu»..lm.'r:iil(^milliondollara,nndsiiil'.-tlif 

Fordm-y’tW t that figure ia .•X|.«;ti-d to be \rry aul-tantially in ri naed, in spite o^lhe la' t 
that the latent 'rarifi' meaiure hai lie.-n de.a -riheil .a. tin- nhjat rignneia Taritl on record. 

1 Op. Gib. p. 119 and topt •oti*. 

t ‘ At the presenlftinia Oerniatiy haa litth- .'hipping »*th whieh to earry world trallio, 
and henet-* 0001101 , ai heretofore, jiay for importa through freight, "ervieei,. Moreover 
fJermaDv’a ioveatmenta in foreign lantla* iiave Itirgely ..eased Ui exiat, witli tin- r.-.ult lhat 
there ia no longer interest wliieli .tan ht^itaed t*i pay for tlie excoKa^of importa. Baaa 
and Moulton op. eit. p. u;. ..p. al“o .1. K i? S. .f.tly 1914 p. 79i-9. a 

jt Gp. .Touroal lloyol S|atiati.-al Society for .fuly 1914 p. 799. Paper by f.Vatnmonil, 
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^CreditR; 

ExpoH# . fc 

Beexports ^. 

Exports of Spei li! . 

Invisililt' Export-i: 

InterOHi on riiv('st.i|ii*nt ,, 
Gij)aH oarning.-i of sliips ,, 
Eorningso/ Hi'-Banks Ac „ 


Dol)its• 

tH 7 ,l;!'k 0()0 [mports: goods £ 744 , 897,000 

1 1 VM'$ 8 ,(KX) Bnllioii . ... „ 76 , 311,000 

64 ,W 71 , 0 fKJ * 

Invi.siWle ImpoAs; t 

I • • 

, ('fipilal Iiivejtmonts... „ IS^,000,000 
'8.'i,O(KJ,(J00 I 

U)O,()00,()0(l ; [ntiTP.st and earn-> 

0 .^, 1 )(11 kill 10 ' ings due to for^i- r „ i0,000,000 

I gnePs ... ...J 

. ._ ; t -- 

l,0Ut,ld:!,ooi); ... ' 1.026,000,000 


These tigiires m:ik(; Sir R. Gifllii's estimates in the same direction more 
up-to-date* while the following from I’ass and Moulton’s “America ami the 
Balance Sheet of Europe t elo.sely appro.ximate. * 

CALENDAR YEAR 1920 .i 


Trade Items: 


Invisilile financial Items; 


Imports .e lP,;t6,H(K.l,000 

Exports ... ... ,, S',two/wo 

Excess lm]>orts goods ,, :t7S,S00,U(lU 


.. C lP,36,H(K.l,000 Tnteresl from abroad ,0 120,0(K),000 
... ,, /,ddiS,two,two j Income from Shipping „ 310,tK)0,fK)0 


Excess Exports of 
bullion . 

Net excess Imporls... 


ProHts fi'oin B;vnk- ; 

"'■j,, /.v,.vw,0tw ' .■ 


40,0(H),000 


:!:ir), 30 ( 1,(101) 


Tol.al,., C .'700,000,(KX) 


In still more recent times these figures have fallen eonsiderahly, so that 
for 1922, Imports totalled f 1,00.1.918 millions, and exports aivj re-e.xports 
aggregated f 721.27,1 millions, leaving an apparently dehit balance of £ 279, 
0.(5, Against this balance, in spite ol the fact that I'ritish shipping was 
the best employed in tin course of the year 1920, the gain from that source 
was estimated af not more than /' 5 million ;i month, or some £ bo million 
all told. : .\s for income from interest abroad, even assuming the foreign 
investments of Hritain have remained intact or been appreciably added to 
the 120 million odd would be voiy largely offset by the £'J5'-4o million 
which Ih itain would have to pay by way of interest on her debt to the 

' ilin™ ill hill “ AVmwmir fiuj'iiiic* uirt .s'/irtin" vol It ;i. 419, given £ 90 million M 
interest ou Hriti.h investinenta atiroad and £ MO niiltion income from freight, together with 
£ 20 million from flanking .te,, eommiiiion alirond for 1902 .S. 

1 0)1 eit p, 201 

t These (igure» have heon taken frij.ii London .loiiil. City and Midland Bank Ltd. 
Monthly Review, h’>*hruary 1921, p. 2. 

§ Cp. Tht W-onomijt, f.ondon 19th .fan. 1923, 




United States from this year. The total of these sources of “ invisible 
exports" would barely atnount to £ 150 million at most. If to these we acfd 
the Banking profitj. £ 30 million at most, since London is now no*longer 
the monetary centw of the world, and another f jo million by way of 
tributes exacted from dependancies, the net balance still remaining against 
Britain* would be* on, the ligares of igjj trade, over 75 million sterling- 
Should any of the favourable items mentioned here, e. g. shi]*ping and hank¬ 
ing profits, shrink in the near future, the position would fo that e.\tent be 
proportionately imperilled. 1 he possil)ilit\‘* of*tn improvemcnl^in any*of 
these itemsiconsists of a remote ehanee that Britain s ilebtors should be in 
a position to twet their obligations, as she is trying to. meet hers to 
.\mcrica; but this chancuis .st) extremely slender th.it it can only lie counted 
at the third figure after the decimal point. The onlv salvation lies either in 
an improvement of Britain’s exports, which in turn e-npposes an increase 
in the alisorbing (xipacity and imrehasing power of Bnt.dn's chief customers, 
ccunbined with their williiigness to go on bn\ mg British manufacture in- 
ste.id of attempting to produce them at home; or a reduction of the |)resent 
pressure of pojiulation n|)on the soil, whether b\ emigration in large numbers 
to the colonies, or by a vohmtary and deliberate restriction of numbers, 

1 until at least another spurt of inventing activities render it possible to 
ignore the fears of a disproportionate increase in i^opnlStion. 

The cases of Japan and France admit of similai explanation. France's 
.small surplus of debits before the war was more than offset by the thrifti¬ 
ness of her people who were good investors ,il home and abroad. The 
rentier is a class [xiculiarly French.* japan, on the other hand, was having 
a varying balance before and during the war, whicli may be e.xplained thu.s. 
Whenever the imports, inclu 3 ing merchaifdise^ and specie, exceeded the 
exjxirts similarly calculated, the liirlancc was made U[) for by the loans, 
whic!), in the early years of this century, japan was habitually raising 
abroad. Th^ exports, however, had to In* di velojied to discharge loan 
obligations and meet items of invisible imports like shipping freights. 
These last,have practically been eliminated from the ja|ianese balance of 
accounts by a vigorous and sustained effort to develop a Japanese mercantile 
marine; and it is even probable that japan is acting as c.yrier for some 
other countries, and is thus entitled to freights from outsid<'. The Eurofxian 
War gaye an jinprecedented lillip to Japanese* trade and industry, and the 
exports froiti.Japan shot up like rockets to une(|ualled hcight.s. The figares 
given above show a net balance in favour of Japan on trad^ account of over 
too million sterling between .1511-1921, allowing for^thc heavy depression 
of postwar years. • * 

• 

On this brief survey we lind no,gauntry among the leading,commercial 
countries of the world that shows a poeition at all comparatjc to India, 
This country has a steady—almost unbroken—balance of*trade in her favour; 
which, however, instead of enriching the country, appears, on analysis«to be 
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the most serious cause of her prot;ressive imixjvcrishment. Before the War 
iihouf Ks. JO erores or /' 20 milliot), and at the present over ,io Million 
slerliuf’ a Jear have to be |irovided for out of these export balances to meet 
the so-ealled Horne fharj;es. ‘The latter may he conceded to contain 
(arrtain itrans of " invisible im()orts ", like the interest oq foreign capital 
invested in this 1 onntry. W’e shall not discuss here the assumption that 
all this capital e. iiivested in India so as to result in a^real, net, permanent 
benetit to this roiinli'v. W e shall also avoid the i|uestion as to whether 
adc(|uate iiujuer merits have beeit oflererl to indiaenous capital to take the 
place of forei"i’ capital, and whether, in spite of such inducements, local 
capital has rehised to face the risks of modern industrial invev.tment. But 
takinp it foi granted, for the sake of arcimu'nt. that 'all forei«n capital is 
prcxIiK'tively enpa^ibd, and estimatiiij; its total amount at £ ,500 million, * 
which, at y . may earne r ly million as a fair economic return, this 
amount may accordingly Ik' deducted from the Home rdiarpes, as boiii" 
in return for service rendend. Bven then we have about £ 17 to £ 20 < 
million- or Rs. jo erores per annum—of net drain from India, for which 
she receives absolutely no material eiiuivalent in return, t 

XXV. EXCESS OF EXPORTS AND THE INDIAN CURRENCY SYSTEM. 

The main efiective rcasbn for the regular maintenance of a balance of 
exports of merchandise over imports is, as we have just seen, the necessity 
to pay the political tribute. But connected with and dependent on this 
reason, and even arisinj; from it, is the demand of the peculiarly artificial 
currency system that has for a ecneratiijn past been'afHicted upon India. 
So long as the relative values of i;old and silver remained practically 
undisturbed, the essentially alien aharacter of the British Government in 
India need not and did not display itself in sl^;^l everyday matters as currency 
regulation. Hut when after US70 the value of silver began to decline In 
terms of gold, the anxiety of tke Government of India to maintairr some¬ 
thing like stability began to take shajaa For their entire iiftome was 
received iir silver currency, and a very substantial portion of their expendi¬ 
ture was in gold - the Home charges payable in Britain in British currency. 
Each downward step in the decline of silver meant a corrcsponding,com- 
pulsion upon the Government of India to raise the pressure of taxation, 
cveli supposing the bgrden of the Home charges remained con^ant. But 
the bvrden lieing regularly increased every year in the shaixi pf foreign 
loans, and increased War‘Office charges, and (xmsions ifec. payable in 

* TUi' ixitiiimlv ot the toU l foreign iuve^binent'in* India is diihcult to make. The 
Hberling debt of (lie <iovernmcut of India amounbe to 1^50 nilliou. Sterling ca{Ntal iti 
jute inilKs tea gardcnit and coal miucH amount to £ 3/) million at meet *The pre war 
fstimate of IWnum investenent in In^ia wan .put n £ 3.^ million (tiee Statistical Journal 
for July 1014.1 ^ ItN plaiT id more than takei;.(^y Japanese capital to day, so that the 
aggregate may he about £300 tnillioo. , 

t Neither bteree \ior freight charges Hkw any room here^because etoree are included 
in the IVado figures above, and wo hav‘« already explained how freight* escape attention 
but are already accounted for. 
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sterling, the Government of India soon reached by forcible marches the 
limit of the taxabk; capacity of tlie country they governed. They^hen 
decided to 'five an hrtificial value to their standard of currency,<ho rupee. 

A , * * 

•Hy discontimliiig the public's right to a free mint, and by withholding 
fresh coinage* fr(^ KS(),i*thcy created a scarcity of the current coin, which 
unavoidably raised the exchange value of that coin to tile point desired by 
Government, even tbiAigli, all the while, the material of.which the standard 
com was composed was steadily depreciating in reference to gold. When 
the desired level ol the exc^jangc value of the rupee was reachefl, proclama¬ 
tion was iiKuic and legislation passed giving fixity to ^this position, and 
promising tef maintain it fpr cvej at the new rate. If we may trust official 
pronouncements, it is clear that the only intention and til*' .sole justification 
of such an .absolutist measure was to introdinf bodily a new standard 
.ind curreiu'.y gold. In view of the growing hn|iortance of the foreign 
trade of Imli.i, partieul.irlv with gold-using countries; and in view of the 
gold obligations of the Gov. inment of India whieli they seemed powerless 
or unwilling to restrict: the change of standard definitely made would have 
been condoned by the,peojile, even though the latter's .idvantage lay in 
maint.iining the stutiis i/no; since, with a depreciating rupee, they stood to 
obtain better payments lor their produce exported abroad. To give an 
.ip|)earanee of eaiiiestiiess to the new regirtft;, the Government had been 
recommended to reserve all the prolils of any fresh coinage of ru|)ees, which, 
circulating at the new .irtilidal value, left a margin of profit to the 
monopolbst of eoin.ige of about go per cent, -into a special fund. And 
when that •fund reat hed a siill'i^nent piO()ortion, they were renuired to 
utilise it lor the main purpose and only excuse of the change, the introduc¬ 
tion ol gold standard, and gold rnrreney tn India. I'heir promises were 
belied, and their plighted fauh broken more than once. Their very 
infeiitioiis seemed to have metamorphosed between 181J9 and lyig, and there 
is novrt no doubt of the changed motives. .After one slight attempt to 
intrcxluce ^old in the ciin eiiey system of India, fliey perceived or declared 
that India was not prepared to receive gold as a circulating medium. The 
coinage profits lund, originally named the Gold Reserve Fund, but subse¬ 
quently styled the Gold Standard Reserve, went on accumulating by heavy 
profits from reckless new coinage. .And, generalising from the one experi¬ 
ment showing the inability of the [xiople pf India tp receive gold currcilty, 
they'deoided that even this special gold reserve need not be kept in Jndia. 
The Fund was then exported and has ever since remained outside India, 
under the control of the Secretary of State. ^ * 

• • 

Its entire history is an unbroken tale of the blunders or laad faith 
of the Government of India. It was created out of the profits of rupee 
coinage, and intended to help' fo introduce gold curreifcy in India, 
It ought, therefore, {o have been kept in liquid form m India. It was 
in fact exported, and kept outside India for ever afterwards, and in 

U * * 
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the form of non-Indian investments. Its object was altered to simply 
a maintenance of the fixed exchange; and, with the* help of a portion 
of the Paper Currency Reserve, also conveyed to Engfand, for a time this 
object was fairjy maintained. The nexus with the metallip portion of the 
Paper Currency Reserve was established by first introducing gold in that 
re.serve to some extent; and then allo^ving that^old to ^e exported. The 
process by which the object of maintaining fixed exchange was attained 
consisted in a coordin.ition of two different schemes of payments, one 
due from India to liritain,»the other from Britain to India.' The former 
consi.sted of {he Home Charges ; the f.itter riipresented India's bj.tance of 
Merchandis<' expprts. In return for gold paid to fiiin in' liugland, by the 
importers of Indian (jroduce, the Seciagary »f Stal*: issued Bills-thc so-called 
Councils—upon tfts Government of India, and payal)lc in India in the Indian 
currency. Out of the goftl received l)y liitn, he made the disbursements of 
the Home Treasury, including the Home Charges, and the payment for 
silver purchases, if any. But the re(|uir<'ments of {he Home Charges were, 
as we have seen, far below the balance of exports due to India. There 
would still be some margin left, after p:iying India's Home Charges, which 
would demand an export from Britain of gold to India—silver becoming 
increasingly insignificant. But even this balance came to he, reduced as 
much as possible by A (lolicy of unrestricted sale of the Council Bills to 
cover all the margin due to fndia; with the result that the entire liquid as¬ 
sets of India came to be located outside India, and thus debarred from 
being of any service to Indian industry and commerce in the shape of freer, 
easier credit facilities. The maintenance of the export balance thus 
obtained a new significance; for. should it have caved in, the new currency 
arrangements could not possibly have been maintained. 

• • * . 

The balance of exports continued, amf 4rogressed so heavily under the 
peculiar conditions of the last war, that it even became embarrassing to ttie 
Government in its seeminj^ly insafiatc demand for local currency. The’Indian 
Government had either not the wit, the foresight, or the patriotic feeling 
strong enough to suggest to them that this heavy balance of trade in favour 
of Inditi could be utilised—as the. identical circumstances in their favour 
Japan and America vveia- utilising before their very eyes—for buying qjit the 
foreign debt of India; and thus reducing or extinguishing one very import- 
t!in\ factor of our ecortomic drain. In the process of deprcciati^ affecting 
British, securities in War-time, such a [irocedure would ha\j;*been as 
beneficial to India ;{s it wottld have been of service to Britain. Instead 
the Indian Governrhent elapse to intensify thq rupee famine by allowing 
Council sales to the hilt," and buying fresh silvgr till their own demand 
had wiped oft'all their margin of profit on their monopoly of coinage. It 
was a folly. They remedied iV by a' ^crime. When silver prices soared 
beyond the Emits of coinage profitability, they disowned the bargain of 
fixed exchange, and eventually endeavoured to give a trw ratio of exchange, 
from Rs. i^—£ i to Rs. i- The frenried efforts to prove a 



glaring wrong to be a Government right succeeded in strangulating the 
export trade of India; and, for the first time within memory or even 
history, the itpports of India actually exceeded ex|)orts in ic)ao-2i and 
1921-22. The Government object was, of course, unachieved. But the 
nation’s prosperity, such as it was, was effectively ruined. The latest availa¬ 
ble Irade figures af India Save, no doubt, shown a recovery; and 1922-23 
may fiossibly show an ^export surplus worth 35 crores at idost. But in view 
of the frenzied finance of the last five years of unbroken •deficit; in view of 
the inllatcdTiom*' ('barges aggregating some fjocrores now: ii is exceedingly 
doubtful«if Government can count upon that steady feature of tlie Trade of 
India, which^«alonc could maintain their hybrid system of ijianaged currency. 
The purchasing powei* of ^bme of our best customers has not yet recovered 
from the shock of war; and the newly constructed tariff W^ls in other coun¬ 
tries may further affect the trade of India. On th<*other hand India, herself 
is on the eve of a revision of her own fiscal system, which, if altered as 
•desired by the people of tliis country, may conceivably reduce the Import 
Trade, or the most important section of it. On such a basis it would be 
madness to construct or maintain a currency system, which, if it is to func¬ 
tion at all, must demand*a reliable steadiness in the character and features 
of the Foreign Trade of the country.' 

• 

XXVI. BALANCE OF TRADE VS. BAL'ANCE OF ACCOUNTS. 

The preceding discussion would have failed to serve its purpo.se if it 
has not made it clear to the reader that the Balance of .Accounts differs sub¬ 
stantially fitim the b.Mancc of trajje of any country. We have already given 
illustrations above in plenty to make plain the difference. For puritoses of 
further clearness, hovv’vef. we may repnat here that while the balance of 
trade includes items of a couny'y's exports and imports of merchandise and 
trtasure, the balance of accounts must also include all other claims and 
obligations, such as the payment of interest on Government bonds held 
abroad, or*lhe ex[ienses of one's country’s citizt^is resident or travelling 
abroad^for business or pleasure, and, per contra, the exjxinses of foreign 
citizens in one’s own country; the payment of loans, indemnities or tributes, 
and ^he financing of freights .ind commissions for a variety of services 
rendered by the nationals of one country to another, inchrding the remit¬ 
tances of darnings of our countrymen abroad and foreigners in our own land. 
These iteips have all l>een fully illustrated above in regard to Britain and 
the United States; and may be still further piwticularised by the folfowing 
hypothetical illustration for Jndia. t 


* argument in tliia ncetioii ha'! been summariaed from the writer'a work on 
“Ttidian Parreney, Brrhvrje okI tJuUiw/." V. V. TSi' part relurtng to tlio Horplua of oxjwrtH 
being used to purohjfte our foreign debt ti^worked out a little more fully fc another work by 
the jn'eaent writer: “i'lzfy years of ItvHnn A’iVrwe.' • 

• ' • • 
f Theae figures have been taken, with alterations, from the prMent writer’s work 
on ’’/fldtaa Curreuey, Exehangt and ifoniim/”. Q. V. p. 290 et. seg. . 



Onr orodits on account of j- 

- 

• 

In crore.v. 

Exporta of gooda . 

Ks,3{)0 

Visitors to India . 

• 

„ 21 

Bemittancoa from emigrants . 

4 

„ 11 

Loans abroad... .. 

• 

21 

o 

• 

32.') 


Our debits on aeoonnt of :■ 


t 

In crores. 

Imports of goods. 

Rs. 250 

Indians abroad 

„ ll 

Profits of foreign merchants 

„ 15* 

o ,, ‘ ., liitnksc ... 

.. • 

War Offico*OhargeH* 

„ 20 

Government Stores 

„ 1.5 

Interest on IJeljt ... 

„ 20 

Other Homo Chargoj '... 

>1 •* 

Net Treasiii’e Purchase ... 

s 

' ”__i 

• 

1 

325 


A perfect baltucing of the type here piven never occurs in fiict; but it is 
given here to illustrate,ft as simply as possible, a complex question of 
national economics. The? following table gives all rccoided items entering 
in the Balance of Indian indebtedness. 


( Figures are in million sterling. *) 


Quinquennial 
average ending. 

Net Exports 
of private 
iporuhandise. 

18a3-4 

20*714 

1888-9 

20-039 

1893-4 

24-773 

1898-9 

25-10(1 

1903-4 

30-727 

1908-9 

35-639 

1913-14 

52-179 

1918-19 

50,892 

1919-20 

125-99*2 

1920-21 

—79-2.'i6 

1921-22 

—14 269 


Net impoAiS 

Oouncils+ 

of 

or 

Treusuj'e, 

Reverse.+ 

6-920 

13-180 

8-026 

12.C00 

9. .540 

14-540 

5-667 

17-380 

9-780 

18-p07 

. 13-994 

23-707—1-607 

-24-048 

27-569— -031 

7 lor 

23-307—3-664 

,10 822 ' 

36-7.56 -18-.577 

—1-464 

... —28-.548 

8.015 


XXVII, THE ALTERED CHARACTER OF INDIAN IMPORTS & EXPORTS. 

In view of the paucity of material on this p>oint as regards the earlier 
period, it is almost impossible to give anything like a pirecise impression 
of the alteration. To the student, howevta', who has followed the^rend 
of argument in the o.arlier section of this work, the following table would 
suffice to confirm the general impression; that whereas in the past age^> the 
bulk of oui exports cortsisted of manufactured goods, owing to tfie decisive 
advantage enjoyed by this,country in manufacturing skill and resources 
in those ages, at prsfent by far the larger protrortion of our ex^iorts consist 

• 'Oii* table i.as been . ol.ipiled (i-om the annmil Report of the Controller ^Currency 
for l!t20-3t. The rupee figures tor 1919-20 and 1921-22 have l)een converted<into sterline 
at the official rate of Re. 10 = £ 1, while tho,« tor 11121-22 liave been converted at Re. 115-- 
< 1 as b«ng more jwurate. The Trade figures relate only to private merchandiae, Covern- 
ment etoroe being excluded from either aide of thy. Aix-ount. The Oounoil Bills also include 
payments from tho'V.old Standard Reserve as wa il aa the Telegraphic TraiMfem. Tiro small 
item of enlaced rupee paper imimrte and exports and the interest on the same has been 
omitted as it barely amounts to half a million sterling on cither side. 
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of the food stuffe and raw material produced in the country; that while 
in the past the bu)}: of our imports consisted of luxury ^jcods or raw 
material for industry (e, g. silk clothes), at the present moment bulk of 
theje imports consist of foreign manufacture goods, which tfre in the nature 
necessaries % our industyal efficiency. 




Avt*rai(e'^ 

i 

i 


• 

Avi‘raf^«> 

for tiie vviir 


1 


. 

for the )ii «- 

Qiiinquen* 

I9l9 20. 

1920-21. 

19il-22. 

• 

1 war t^iiiii- 

Ilium* 




• 

t|uenniun]. 

lyii-i.'.- 





1 1 

1918-l:i. 1 

1 



Imports. • *1 

Ki^nirP.s aro in tliouKaiuls of Hupees. 


1 




.1 

1 

1 

I Food, Drink A Toljacft) 


2(),:!8.9t 

*t;,l2,8e 

.3r.,97,M' 

.’■.0,«2.94 

II Raw inuloriiiltV Fiuduci*: 

lo,03,dT 

9,.')2,:iy 

1 1 

17,I0,.'k-.' 

22,01.38 

III MannfacturoK ... | 

i,n,«(i, 2 o 

l(is,.-)(:.;i.i. 

11 iri,;>r»,07 

27-1.97,OOd 89,37,92 

IViMiscellaneous ... ... 1 



■1,12,21 

1 7,.VV.i7i 

4,32.38 

Total ...j 

l-T-,l>t,72i 

M-7,80,19 

207,91,M 

|;!:)r.,(50,2d 2fifi.3-l,63 

Exports. 




I 

1 

j 

I Food, Drink, Tobacco... 



■i;i22,83 

■i:!,i!7,l4i 

r.8,r,l,2(i 

II Raw Material & Prodiioo 

' log.rspai 

st.Wi.tio 

ir.9,8;i,lfi 

10;!,-I2,.''i7' 

|111.!)8,89 

Ill Maniifaeturi's ... 

i •■'1,88,07 

i;9,:t9,e,(: 

lo;t, 2 -i,i;o 

8ti,91,n 

1 fil.fid,?:. 

IV' Miseellaiieoiis. 


2.0t,ii9 

70.92 

•1,29,22 

4,01,15 

Total 

1 2li),.')0.;i7 

1 

j •Jlo.bd.Ti) 

j:!09,ol.rd 

238.30,34 

231,38,(X) 


i I 

« i- i ■ I 


Those figures, it ma^ U noted, are exciusive of (lovcrumeiit stores 
on cither side. If tlley were adiled t(? tlie'ligiiies, they would intlate still 
further the proportion of manwfUcturcs in the Imports schedule. Ifxpressed 
iiT terms of percentages the above table may !«■ re-express, d tlins. 



linports. | 
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CIOHI 

1 i 

1.'. 

U, 

19." 

107 j 

19% 


ft i 


i /i.-t" 


-•'.o: 

8.2“/ 


III 

7fi.5 

7.3.5 ■ 

70 T 

-1.9' 1 

"1.0% 

IV 

if,y 

2.1 

2.4.'i> 

o 4,- j 

18% 

f 

*• Total 

100 

• |n0 

• K'O 

100 

ioo 


Exports. 


1 ! 

• j 



• • 

Glass 

1 

28.7':- 

1 27,0 ■ 

l«.fl” 

18.?'., 

23. T' 


11 

40.7 ■ 

i 3!^^.' ' 

. 51.7’' 

. 43.4' 

48.2% 

J, 

III • • 

23.0'. 

, 32.0 . 

33.4e 

305"' 

: 200 


*V 

I.IK)' 

l.T 

• 

I.;-.’.' 

• 

T8" 

2.1 


'Total ... 

’1^) 

KXI 

100 

* 100 

1(V) 


. _ 1 




• 1 


• 

• 

• 

1908 -9 to 
13-14. 

1 lyl'lr-15 toi 
j lrf-19. ! 

1919-20 

1920-21. 

^1921-22. 

1 


* 





These tables disclose the fact that over two thirds of our exports 
now' consist of agricultural produce including food-stujfs, and raw materials 
for indusfty, while on the import side manufactured goods alone command 
a more than three power standard, or over 75 ^. Wjjfle the imports of 
manufactures were o\’er 75 /^ in the ist decade jf the ceptur^, they fell to 
73 ’ 5 % in the war quinquennium, owing chiefly ft) the ree^uction in freight 
available, and /j.irtly also to the dislocation of industry in the countries 
whence we ()rincip/ilJy imported these goods. This is a decline in value 
only-lhe quaptitative decline‘being much larger owing to a rise in values 
dtiring >var-ti»ie. 1 he sudden growth of tluft class in Jt 920 - 2 i*is to be 
explained by the# same cause, values in that year having Reached the 
highest.* It has been estimated that thd trade of 1 920 - 21 , calculated at 
prices of 1913 - 14 , shows^thc following shrinkage. But though the quantity 


Imports, 

Pecinrod 

llovalued 

Fall. 

-1 

Kx ports. 

!- 

Docliirod 

Revalued 

1 

iFall 

vivluo 20-21. 

at 1913-14, 

Vijui) 20-21. 

1 

at 1913-14. 

ClftKN [ 

05,97,14 

11,86,05 

6 (;'.' 

!ciass 1 

i 

: 43,67,44 

35,41,47 

19% 

n 

17,10,55 

10,23,66 

427 

i „ rr 

; 103,42,57 

73,97,68 

29% 

M III 

274,97,f!0 

iiri,8d,(jo 

577 

! „ III 

i 86,91,11 

59,49,32 

33% 

„ IV 

7,54,97 

, 3,73,88 

• 

50', 

i „ IV 

i 

! 4,29,22 

2,70,21 

37% 


imported manufactures may have really shrunk during the effective protec¬ 
tion granted to Indian manufactures by the exigencies of war-time; and 
though the prosjxicts of Indian manufactures seem to have brightened in 
the last decade or so, if we judge mercky by the standard of the value of 
exports, the disconcerting fact still stares us in the face th.at over 'jo’L of 
our total imports are of manufactifred goods, t ^4eally lifty per-cent of our 
total exports consists of raw material whicii might well have been manu¬ 
factured in the country, and thereby saved the drain of the manufacturers’ 
and middlemen's protits. ^ 

XXVIII. TERRITORIAL DIVISION OF LABOUR. ITS REALfTV. 

It is, however, diflicult to forecast the probable development pf the 
Indian trade in immediate future from these ligurcs. We know, indeed, that 
our exports now contain a very small fraction of the total in the ishape of 
manufactured goods, aS against Ihe bulk of otir exports Iteing manqfacftires 
in all ■ the preceding ages of our history. On the other hand we are 
importing for a centairy new manufactures which we never needed to import 
before; and that Respite tljo frtet that the prime requisite of manufactures— 

* Op. Table as .V. of the Annual Review of the Trade of India for 1920-^1 p. 79 80. 
TiUs tablo ithowH that tlio rise in the prices of itnpiortfii was far more considarablo than 
that in exports. ' 

t Note that the exports of Indian mllnufacturee was 26.6% of the total exports 
trade in 1921-2 as against 36.5 per ooot in the previous year, 33.4 per cent, in war 
time and 1^8.6 {>er ocut in the pre>war quinquonniuiu. « 
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the raw material of industry—we can command in plenty, and which, 
curiously enough, we are now exporting in yearly increasing quantities. 
But what does this signify ? Are we illustrating the reality of thii so-callcd 
principle of pre-ordained division of labour jn conformity wjth the territo- 
riaMistribution of population? Are we exemplifying the sovereignty of 
economic laxfs v^ich ha^ decreed that tin- trade of the world shall proceed 
on the lines of the observed difleronces in the comparative cost of 
production ? * , 

, . • 

It has Ixien already mentioned in a previous section tlial the merely 

passive qualities of physicaf endowments of the terrilory mankind inhabits 
will not help in any way, ^without the active exeilions of ihan to obtain from 
the gifts of mother earth the satisfaction he needs. .\n^, whrn the primi¬ 
tive exertions of an uninformed race are replacipi .ind dictated or directed 
by a settled plan and informed perception of a pcusihle correlation between 
the endowments of the earth and the exertions of m.m, liy something like 
a communal conscii nee and a collixtive will, the results become almost 
like miracles. We have ceased to wonder at them, simply Ix'cause we have 
Ix^en for some time pa^t accustomed to them. It is, however, too much to 
assume or conceik- that the existing distribution of the different human 
races in the different /ones of climate, with a diflerent nature of endowment, 
is so shaped as to bring about the precise corr»lation we must have, Iretwcen 
the racial [xculiarities of the inhabitants of a territory and the physical 
endowments of that part of the earth. The ethnologieal distribution of 
population does not coincide, in fact, with the physieal ptjwers or capacities 
of the diffe.»<'nt pai tsrof tlie earthy Without taking account of the fact that 
man's ingenuity can defeat even an initially disadvantageoiii inheritance, 
offered by his and that, whi’n* he saniiot yet do so, he can accom¬ 

plish the same end snhstaiui»lly by the roniidahoiit methods of mixing 
rRees. or eftecting migr.itioiis to more congenial elimos; we may still con¬ 
clude that, on the actual f.icts of existing aiTangcinents, we cannot very 
well hold^hal the actual disti ihiitioii of the r.iee^of men is in such an exact 
corres|)ondenee with the resources of the territories they are apportioned to, 
that we must |x,rfoia;e leali.se in the arrangement the assertion ol the 
immytahle law of the scii nee of economics, according to which trade arise.s 
in accordance with the differences in coinjiarative co.sls. * 

• • 

Wu cannot, then, hold that the. existing slate of the i xportsalid im{X)rts 
of commodities from India are in absolute conformity with the laws bf econo¬ 
mics; and that, in consequence, any interference of InirrKifl ingenuity to reshape 
it would only alter it,for the worse. If betweerf thwtwo characteristics of our 
trade-the^present and the past—either could be regarded as at all natural, it is 
rather the earlier, unsophisticated; or unpremeditated arrangement, brought 
into existence tiutomatically. "f hat in course of time therS have developed 
factors which have, radically affedted the industrji, iiiid,* therefore, the 
commerce, of India, may be freely accepted. We may even concede that, 
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initially at least, no deliberate intention on the part of any set of human 
UunH's to alter and divert the Indian trade, can he established; though in 
making ttis concession, we need not ignore the irttliiences inimical to 
Indian trade ;yid industry, as illustrated by the British J^avigation Laws 
and the Tariff scln.dules. When the ingenuity of their inventors, or the 
researches of their scientists, had discovered th^ pritici^es ?ind perfected 
the machinery forae-orgaiiising their industry; when the boldness of their 
entrepreneurs had succeeded in harnessing steam to their railroads and 
shi|>S' that revolutionised thij cost and m<;thod of transport and facilitated 
trade in bulkj’ materials, which previously rjjuld not even be thought of 
as possilile wares for long distance commerce, it was irnpossible but that 
they should re-sliape their trade. They bad iwerg right to foster their 
own trade, when'iruch adventitious aid had made their industry llourish. 
It is deploral)le, of coulse, in the eyes of an Indian economist, that while 
the industry and trade c^' Britain came to llourish, those of India concur¬ 
rently decayed or altered. But from this concomitance of incidents we 
would not be. juslihed in getting up a causal sequence, if we cannot lind 
adeciuate inde[«ndent evidence to support it. The only such evidence 
is afforded by the political condition of India which demands a drain, 
without, however, incidentally prejudicing British industries. 

XXIX. THE TRADE OF INDIA IN THE LIGHT OF ECONOMIC 
PRINCIPLES. 

It may be, as we have seen, a simple, un()remeditatcd secpiencc of 
events that Indian industries languished and decayed, and Indian trade 
wholly altered, while British industry llourWihed and British trade expanded, 
simply because Britain was the lirst to .seek and ai)ply the aid of science to 
industry. Hut even gr.anling that'originally it wa^l an unconscious result 
of two inde|)c;ndent forces acting separately, wi, must yet consider whether 
after generations of the new exjierience; after repetitions without limit of 
concerted national efforts overcoming the initial dilliculty of a belvtcd start 
in industrial development, can we still .say that the trade of India—-and, its 
basis, the industry of India is on the true natural principles of economics ? 
By jK'rmitting the unrestrictid export of food-stuffs and raw material 
produced in the country, and by importing without let or hindrance foreign 
manufaclurul goods in exehange, are we retdly giving effect to thc^ laws of 
nature ? It is demonstrably true that the cap.icity to export a part of^ his 
produce pri'supposes a margin of production or at least indicates- the fact 
of its exchange—wh,k:h must add to the purchasing power of the producer. 
It is also evident,that the jxiswbility of export of raw materials has helped 
on a diversification of the main industry of the country—Agriculture— 
which must certainly be taken to be an accession of strength in ehtchange.* 

* The eulwtitutiou of (fominoit-tal orops for food-stuffs iu an ever iocreasiog degree 
is a marked feature -Xif modern Indian agriculture too promiiriot to be ignored. Take 
only the folloviog figures:— 
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It may further be assumed, for want of sufficient proof to the contrary, that 
the products obtained by the country in exchange are obtained relafively 
more cheaply, than if the same had been produced at home. Bht, making 
all these concessions or assumptions, the question still remains whether the 
export trade Really is in t^ie nature of a surplus of production ? It may be 
simply another •illustrarton of the principle of comparative costs to say 
that though the relative productivity |)er acre in India ot stuft's producible 
both in this country and in the countries with whidi she deals is much 
greater in the latter in maijy cases, and still fhe trade in them tlourishes, 
India being an exporter Sf the very stuffs in producing rvhich she h.as 
relatively a/lower advantage. Hut trade at su< h positive disadvantage 
cannot be benelicialx ail’d the' less so when the exmirt is brought about 
by a definite and deliberate reduction of the rommTinity’s standard of 
living. We export wheat, not because we produce more of it tlian we 
need, or Iwttcr tban our customers; but because our [xiople prefer to live 
•on much cheaper amUless nutritious stuffs like /\\ini, Joxcari, or Uajri. 
.\nd the disadvantage is the more glaring when we come to consider 
the export of raw materials. It is a prime reipiisite of successful industrial 
dcveloiimcnt that the raw material is available immediately in the country 
intent uiion industrial ambitions. Britain and Germany are, indeed, exam¬ 
ples to the contrary; but they are jirodigies thi^f, however, cannot upset, by 
their exceptional circumstances, the rule. With raw material available in 
superabundance within one's frontiers; with a labour supply, which, if 
somewhat inefficient, is nevertheless cheap and abundant; with a market at 
home who,sc exi^tejice and extent may be judged from the consumption of 
imported goods made out of the tery raw material exported, it would seem 
that all the prime requisites of industrial success arc present in India, 
Why then must she sfill eschew such ambitions ? Given the counterpoise 
of accumulated skill and expeflencc in the country where such manufactures 
as shg imports are developed to the utmost dc»grec, it may be that the 
attempt ^ develop similar industries in India *vould prove at first costly. 
But even so, the cost may well be paid in view of the ultimate compensa¬ 
tion o^a varied industrial life, with a more even distribution of labour, and 
an improved standard of life in consequence.’, 

(Cootiuued from ]>. 88 ) * 

Are* uodeu In 1892-3. | In I62U. 

• • ( /» of ) 

Ootton • . 8.940 16.318 

Oiheeds 13.646 13.671 

Jut* 9.181 3.800 

Te* 0.390 • 01701 

S«g»r 2.79S* . 2.647 

Food oropa , 186,761 199.887 

Tea ia • new product altogether, and jute, in itif present pro^rtiona at least, may be talceil 
to be largely so. • • • • 

* The argument of accumulated ttill and experience asaigna a value to the human 
factor in modern industt-y which can scarcely be regarded its due in this sge of rapidly 
eacroaching machinery diapli|png handicraft. What special skill is needed in superio- 
teading a,machine that fuactiooi automatically when ooce it is set going lo’tbe Ikrger 

la • 
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XXX. THE GOAL OF INDIAN INDUSTRIAL AMBITIONS. 

For a® fuller development of the argument in th*e preceding sections, 
the reader mujjt wait for the sections dealing with a defc-iled analysis of 
our Exports and Imports, and with the Tariffs. But wc may here make 
clear a point whicli, in such discussions, is ofcen obscVetf, and alwiys 
misapprehended. 'vVhat is the goal of Indian industrial ambitions; and 
what would be its«reaction, if achieved, on the trade of India ? The only 
just I'oasoii that dicUtes any industrial ambitions in this country to-day 
is the desire to avoid the profits of a host Kif middlemen between the 
producer of raw /naterials; their foreign manufacturers, and- back again 
their local consumers in India. India must Hianuhtctuce at least her own 
produce of raw iViMcrial. Or, alternatively or concurrently, India mu.st 
command her own mafkets. Modesty, or a desire to avoid needless 
complications in our international relations, demands that we adopt the 
more limited of the two. On that basis of no pwrticular anxiety to develop 
a vast export trade in manufactures, a development whicli would not only 
bring us up sharply against the e.stablishod interests of older producers of 
manufactures in the common world markets; but which may deny the 
similar right of developing their own possible industries to other coun¬ 
tries,—there seems no ‘reason why the industries of India may not be 
resuscitated on a modern scale sufficient to meet just her own local demands. 
It does not follow from this that once the nation’s industries are developed, 
she must restrict her exports or even prohibit them to avoid all jxissible 
complications. But if industry is encouraged on the just basis of producing 
for use primarily, as distinguished from thetbasis of production organised for 
exchange entirely, there is no reason to apprehend that trade would have to 
be forced either by special cncohraglnent or by sjiocjfic restrictions. The 
prominent feature of modern European trade seems to be an intolerable fren/y 
of finding markets, again markets, and still more markets, for the heedlessly 
piled up surplus of produetjon which cannot possibly be consumed,at home. 
International rivalries and fratricidal warfare is unavoidable so long as 
Britain and Germany and France specialise and concentrate on articles for 
the bulk of which they have no, possible use at home, and which they must, 

(Continued from p. SO) 

interest of the liigUur life '’if a I'oinmwiit.v, we may forbid or rostriet the (unplojineut of 
ebifdren or woinen in industrial ta,--ks; but tiicrc is no inherent iinpo.-sibility in thep taking up 
such emplbyincnt nowadays quite soci csafully. .^nd, in .ho far us the encroachments of machi¬ 
nery debase even tlie huiaan factor merely to tlic level of maiihines, there results a .Hpocialia- 
ation of labour, and also of l apital, that prevents an easy motility of those indispensable factors 
of production from industry t'o industry, f’nder the cinmmstanvai, the special efforts to 
develop industries Uvally on tlie modern plan rannot prove quite so costly as a priori 
roaaoning would at lit-1 bluj(' suggest. For, capital and labour being specialised, production 
mtd go on, in thq country with developed Industries; and if her own market cannot eapauid 
to absorb the aurplm production which was previously e.vported, she must continue to 
export to her old'customers, even though she has to bear a part of,the cost of special efforts 
made in that other country to develop Asi- industries. For further elaboration of this argu- 
^ant, however, see ittfra the section dealing with the Tariffs. , 



9‘ 


therefore, force upon other people sufficiently helpless not to be able to 
refuse them, in ottfer to obtain other commodities which they nee<i for 
their very existence, uffiich they can, but do not, and will not produce at 
home in requir^/^antities. This is the fundamental vice of modern com¬ 
mercialism. Britain is the worst offender in that line, not .so much because 
circhmstancef hjve forced upon her an economic organisation, which, 
viewed properly, makes her look inexorably as an overgrown beast of prey; 
but because some of her thinkers have so far suborned,themselves to the 
r.ampant commijrcialism of their time, as ^o distort the whole scheipe of 
relative values, in which a vhmi child becomes cheaper than a pekenese 
spaniel, and« to misrepresent the very basis of a science." The force of 
repetition and the inslanct«of imitation can, apparently, work miracles. For 
not only have the English people, by dint of repetition c^wncient formulas, 
made themselves honestly liclieve in their trutli without searching the 
fundamentals of those formulas for themselves; ]nfi tliey have forced accep- 
» tance of these formuli jn other countries, whoso gener.al organisation is a 
standing negation of the truth of these formuli, but who, nevertheless, even 
while they violate them, pay a lip-homage to them. 

• 

■' Trade is determined liy differences in comparative cokIs” 

is one of those formulas and its corrollary, the ?o-called principle of the 
territorial division of labour, is another. If they are intrinsically unreliable, 
let us not, by slavish imitation, adopt them, if only as a blind. Let us not 
build up a system of production whicli can only llourish if we consent to 
banish th* feeling- of brotherhood from the world, if we accefit an 
absolutely unnatural scheme of relative values of the things we need, if we 
decide to face the igtellifjible opposition of earlier vested interests, or, still 
more terrible, tbe just indignation of those who lind in the undue devclop- 
rtient of out industies and our trade a wanton sjioliation ol their resources, 
Frodnetion for use only need not, canno^ result in a chronic shortage; but 
it must itbt be definitely and intentionally dircct»d to an unwanted surplus. 
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THE ENTREPOT TRADE OP INDIA. 


XXXI. The Magnitude of Entrepot Tracfe. 

f. « c 

A • 

We hc-ive already remarked upon a peculiarity of the foreign trade of 
India all through the ages, viz., a steady business in th'e exports of foreign 
merchfindise previously imported in the country. In the o\den times this 
section of our trade consisted chielly in the,import of silk-go^ds and 
procelain from 'China, pearls from Ceylone, and precious stones, and spices 
from the islands of'the Eastern Archipelago—all for puj-po.ses of re-export to 
countries of the Wrjt; possibly also animals, principally horses, and wool¬ 
len goods, Venetian glasy and the like from countries of the West to be 
re-exported to the East. < This feature of the Indian foreign trade still 
continues and, juged from figures, seems to be steadily growing. The sub- 
1882-3 Rh. ‘.’,80,27,100 joined table shows a growth during 

1887-8 „ 1,10,14,400 forty years. Though the re-exports of 

1B92-3 ., 4,r)U,02,l)0() foreign produce from Indian ports 

1902-3 93 .all 0‘’0 seems to have declined in the last 

1907-8 !! 2!7()!74,’3.").a review, we lind the volume 

1910-11 ,, 3,2I),K),.')00 of re-exports steadily growing from 2 8 

K? :: SS “““ 

1913- 14 „ 4,(!i;,73,l91 ^ 902 -.! and 18-04 crores in 1920 - 21 . 

1914- 1,') „ 4,l0,f;ii,9l0 India managed in old to build up this 

19l.5-l(! „ 4,84,r)0,830 entrepi^t trade bccaii.se she was con- 

1917- 18 ” 9 ? 2 ,o;MU ;0 equidistant from the count- 

1918- 19 14i.'..'),(:3!0;!0 ’•f'es of the Ear East and the farthest 

1919- 20 ,, 17.77,80,1-20 West—‘w.ho had, between them, both 

1921-2-2 ’ 14 l)li! 34 d- 2 r! relative differences 

in productive capacity. An analysis 
of the present day re-export trade of British India .according to countries 
show-s the following peculiarities. 


2,80,27,100 

4,10,14,400 

4.. '')9,02,900 
3,7.''),11,720 

2.93.. a(;,f:20 
2,70,74,3.''),') 

3, -21), K),.'')00 
(),02,71,riM 
4,74,i)0,()00 

4, (!i;,73,l!il 
4,l0,f)l),9l0 
4,84,50,830 
8,08,9.'),ll).') 
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IfH. Kiupin*. 1 

Itr. Pi'.-vEOssiun.^. j 

H'Di-oigiL ciniui.t-ips. 

l9i!l-‘20 

Rs. 8,04,613,5-20 j 

[ 

[fs. li,7iov*7(),fi(X) 

1920 2i 

7,77,05,490 | 

,. 4,21.(K),-2(Ki , 

., 10.27,-29,380 

1921-22 

9,l!4,13,0.')!V i 

„ 9,ill,13,o,'(,t >i 

4.42,21,001! 


• This ri'ie is muoli grprter tliaii it '‘<'oins sinne Mie figures art' originally in pounds 
from which they Imv,*' hoeu converted at the rate of W. 15=x,£ I As tlie irtifi. ial appre«na* 
tioa in the value of the nnH'o was the only reason for this rate of exchange, and ad the 
Indian priceH wore stHl lo*.v, the volume of trade repreieuted by tl i i figure would be much 
greater than the value figure would indicate. 
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This shows a trade with the British Empire at least as large as the 
trade with other ceuntries to which India serves like a base of operatiens. 
The British Empire tfade may further be shown as follows:— • 

Possessions, . 1910-20 ’ 1920-21 * 1921-22 

United Kingdom , Bs. 3,^2,90,100 Bs. 3..')fi,0.'>.290 Bs. 3,2r),39,965 

Kurftpean Posi/bssipns ,, • l,23,5d0 „ 28,460 „ 1,92,967 

Asiatic „ 3,06,82,170 „ 1,72,61,280 • „ 4,59,07,613 

African ,, ,f 1,22,20,010 „ 1.45,98,170 „ 1,73.29,503 

American ,, ,, 11,1 lo ,, 65,.MCI* ,, 8,482 

Australian „ • „ 76,4.50 ,, * 1,:!3,7(K) „ ^ 4,2^,529 

And the tnade with foreign countries similarly analysed {fives the same 
pre-ponderantc to .Asjatii; coui^tries,—our near neighbours with whom we 
have many special advantages to trade in. ,» 

Countrli*.>i. 1919 -20 192(^ 21 1921-22 

European Its. I,25,b5.170 Bf 1,04,06,7.50 Bs. 28,09,768 

Asiatic ,, 7.93,73.390 ., 5,b7,36,220 ,, 2,18,7)7,908 

'African „ ‘ 38,02,460 25,u;i.l80 „ 25,25,321 

American ,, 16,15,580 ,, 10,65,130 ,, 70,28,094 

Toliil.,.Hs.. 9.73,76,600 lis. 10,27.2ii,360 Its. 4,42,21,006 

Nearly lil'ty per cent of the trade in re-export;; of British and foreign 
merchandise imported into India is with .Asia, ♦ 

XXXII. THE ARTICLES OF RE EXPORT, 


The following talile shows the articles re-i-xported. 


.. ■—)..yl... 

I'.llo JO . 

1920 21 

1921-22 


1!-. 

It'-. 

Its. 

1.— Focul, Drink, and Tobacco - 




A. Fish i^.rrhiiliihi CaiilK.sl iish) 

II,69,;70i 

11,.52.130 

14,69,183 

B. Fruit< anil \ ulihw ... 

l6,b7,5l() 

1 : 7 . 28,570 

51,71,743 

C. (train, Pulsti. and Flour 

14,-It,540 

1,.500 

1,06,138 

D. IdliUOl’s ... 

9,62.790 

6.41,.500 

5,05,310 

E. Frovi'sious and (.)il!uanV slures 

, I3.62,I:;(V 

16,51,KKi 

13 , 47 , 1:10 

F. 

. 21,07,860' 

1 V;3..560 

9,67,368 

(!, Sugai . 

. 3,56 80,750! 

);,17,7 5,:i80 1.70,96,135 

U. Tea . 

!i,9»,2(KJj 

2,78 940 

1,13,433 

1. lOthtu- Pood and l)] iuk,.. . 

11,14,720; 

12,;10,7.50 

7,27,183 

.1. T"hfli**o ... 

., 17,(19.0601 

16,64,0(W 

9,53,389 

Totas. Ei.Ass 1 

. .5,17.#7,330 

7*62,!H),7.302,84,57,018 

• • 

11.—Raw Materials and Produce and 

; j 

r 


Artlcfes Msiily Unmanufactured- 




A. Coal, Coke, and Patent fuel .• 

15,360j 

2U10 

13,09,113 

B. Gums, Resins, and Lac... ... « 

. 25,02,4'.0! 

25,84,820 

23,94,65.5 

0, Hides and Skins, caw ... 

i 

'.59,56 020 ; 

28,12,261 
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! 1919-20 

[ *1920-21 

1 

1921-22 


Es. 

1 nts. 

1 

1 Rs.. 

D. Metallic ores anil Hcriiji inm ur sted for 

• 

9 

• • 

• 

• 

remamifaefliro. 

l.'),100 

14,340 

1,51,740 

E. Oils ... .. 

8,10,04(1 

14,87,490 

0,92,104 

F, Seeds . 

00,48t 

7,300 

.50,.578 

G. Tallowy JStejn’int*, nmi Wax 

o.OOt 

ft2,840 

08,998 

U. Textile eiaterials 

l,0.">,»l.',,y.'i( 

1,07,48,080 

1,*8,55,072 

I. Wood and 'llimljer 

1,1 

2,42,W0 

7d,458 

J. MiNCellaDOoun 

. 17,2(i,OiiQ 

, 17,40.1?0 

15,09,2.52 

Toi^i,, Ct.Ass 11 

2,l8,.5l,.'')G0 

2,28,51,110 

2,49,80,891 

III.—Articles Wholly or \lalnly Manufac- 




tured— 

• 



A. Apparel. 

4.'),2.''),740 

55,34,880 

87,86,056 

a. Arms, Ammunition, and Military stores 

1,21,93U 

1,41,930 

1,50,732 

0. Carriages and Carts, includimi cycles 

• 



and motor cans. 

l.').!).'!,240 

18,72,080 

22,08,648 

1 ). OhomioalH, DrugH,,an(l Modiuinos 

40,10,420 

2f),'»4,8.50 

10,30,859 

B. Oultleey, itardware, ImplomentsOMCayi/ 




machine tools), and Instruments ... 

45,00,920 

45,95,710 

47,57,983 

P. Dyes and Colours . 

7,94,020 

5,94,110 

10,81,723 

G. Furniture, Cahinetware, and manufac- 




tnroK of wood. 

5,28,740 

14,10,470 

14,52,970 

H. GluKHware and Earthenware ... 

20,7ti,2.'>0 

. 23,77,230 

22,81,872 

f. Hides and Skins, iaimed or dressed.^ 



and fjoathor . 

:!,01,930 

S,lO..530 

21,45,(>53 

J. Machinery of all kinds, /'nrlrndimf heliinj^ 

• 

• 



for machinery ... . 

• I8,;!5,3S0 

13,09,000 

21,15,458 

K. Metals, Iron and Steel, and miunifac- 

• 



tures thereof .. 

10,-H,4(KI 

19,58,32()( 

12,59,009 

Ii. Metals, other tlian Iron and Steel, and 



• 

mannfaeturCH thereof ... 

;t;i,29,.590 

19,52,72(1 

* 7,40,f)vir> 

M. Paper, Pastoloanl, and Stationery ... 

12,02,390 

I0,87,7.')l) 

14,98,929 

N. Railway plant and Rolling-stock 

55,S20 

17,470 

• 91,703 

0. Yarns and Textile fahrics 

0,17.23,7.50 

4-, 51,15, .'>!() 

4,79,14,911 

P. MiseellanconH 

.59.05,220 

I)8,S‘1,5;)0 

49^50,923 

< Total, Ctiss lit 

* • 

9,78,22,310 

7,.53,.58,290 

.8,30,74,(570 

IV.—Miscellaneous and unclassified 

03.15,890 

.59,34,740 

•41,21,540 

. 

« 

. * Total 

I7,7l8h,120 

18,04,34,870 

14,00,34,125 

. 

.... j_ __ 



The largest section is that of foreign'manufactures. The ancient eii/repot 
trade of India' as wa have seen tefove, was that of the manufactures of 
eastern lands to the west and vice versa, and the same gene^l feature continues 
to-day.' But the importance of this trade and its peculiarity must realised, 
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Itcannot be regarded as a source of particular strength toindia, since Indians 
have no share in thil'jrade either as carriers, financiers or even merchants, 
though, in conijection with the re-export trade to Asiatic and African 
countries, Indian -merchants arc not utterly left out. Bur in proportion 
as trade rivalry ;jgain stiJTcns; and the manufacturers scrutinise and scale 
down costs and •vurheac^ ch.irges, they would try to eliminate all middle¬ 
men in their attempt,to deal directly with the consumer. This is a ri.sk 
affecting th<' whole of our re-export trade, siiu e dirAt routes arc now 
much more feasible and even more cheap tharf lormerly. This,foreboifing, 
it must be confessed, is iiOl snpiioi ted hy the steady growth,in that trade, 
so far. But jperhaps hitherto tlu- trade riv.dry was not i^uite so severe as 
to compel mamifacturnrs *to di’vi--e mi ans of ilirect relations with the 
consumers. * .A much more l•fleclive e.\|ilan.itiui^ may’probably he found 
in thi' fiscal i>olicy of India, which, beinc free-trajhng on the whole, made 
the importer less anxious about needlessly addiiii; to the overhead charges 
Cif goorls that may havei to be eventually exported. Bui the argument of 
the possible loss of a re-export or i iilrcpol trade could only be advanced 
to affect the fiscal policy in a country which derived soim- advantage from 
such a trade. England* m.iy justly fee! anxious .ibout her re-export trade, 

' for example, since she not only fiiuis bersell a convenient halting station, 
suit.ible for a base of ilislribution for goods coming flom the East and the 
West t; but she has vast interests at slake in the jirosperity of her bankers 
.md ship-owners and merchants in general, who earn hundreds of million 
sterling |)er annum just from this intermediary business. But India and 
Indians havj; no suqIi gains to exjxict; and the preservation or promotion 
of the entrepot business cannot,* therefore, be a very serious argument 
affecting our fiscal polity iii,a Eree Trade direction. 

XXXIII. nature of ENTREPOT TRADE. 

• 

k is of lb- essence of an Entrepnt trade that it should consist 
chiefly in* articles of special |)roduction or •manufactures of foreign 
countries, which, for geographic or allied reasons of trade organisation, 
have to be hdted at an intermediate station from whence they arc 
re-exported. The character of a country's fiscal policy cannot mate¬ 
rially affect such a trade; for in every civilised comfnercial country, 

whatever fhe fiscal policy may be, therp will bg a system of refunds*of 

• ♦ 

* .Already in 1913, however, thcTc were indifutiowH thub the Oermao manufaotuiera 
had perceived the waktefulnciB of this Arriingcinont, nod weru coniiiMcriiig tho posaibilities 
of a direct appeal. 1 wau touring *0(rmany aud Austria loMic summer of 1913 vitb ao lodian 
merchant of caps, velvets «tc v^d in my eoaverw/itionf with the manufaBturera of Khineland, 
tritb the bankers of Hamburg, and with the ship-owners at Trieste, I found a common anxiety 
to devise means to establish direct i clatioos with the ^loosumers. • 

t While the jnaia trade routes isent round tho Cape of Good Hafxv or crowed the 
Atlantic to America there was a good deal o( force in the suggeotion which regarded iiritain 
aa a centre for diatributioi^ though even there Portugal wau bett^ placed. Since the opening 
of the Suez Cana! thia argument can scarcely apply especially in view of the high grade 
traseport efficieocy in the ceatraTEoropean countries. 
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duties on goods re-exported from the country—a system facilitated a great 
deaf by the adoption of the bonded warehouse. Bpt even apart from the 
fiscal poficy, the entrepdt trade has an interest and an importance of its 
own. There Sre hints of furfher development, which, nnay not quit;; be 
appreciated to-day, but which arc bound to ^ffect ouf fu^re trade very 
substantially. The countries of Asia and Africfl, vvhicli*now import their 
European and other requirements t /a India, may Jjc approached directly 
by the agents of 'the manufacturers to deal without ;in itermediary. But 
these countries are, .s-peaking generally, relatively prtor. They may, 
indeed, find ttuit direct trade with manufactiirAs very considerably reduces 
the cost to them; and so agree to or acquiesce in the divt^sion. In her 
modern (intrepot trade, India has not sncll deepVooted interest as to make 
her services or interposition indis))ensal)le. But India, in face of this 
danger, may unexfjcctec^y obtain another advantage. Indian manufac¬ 
tures, when they devclo[), would he of relatively inferior, aiKl, therefore, 
presumably, of a cheaper sort, at least in the narlier years. It has been* 
stated above that India must not .ittetn|)t to build up her manufactures 
with artificial aid for juirposes of dumping them upon foreign countrie.s, 
more backward or less advantageously siUialctl than herself. But without 
denying every people's right to develop their resources to the utmost limit; 
without organising onh’s industry largely if not entirely for export trade, 
wc may yet expect the Inditin manufictnres to replace the European goods 
in the Asiatic and African markets at least, which are now catered for by 
re-exports from Inditi. The following comparativt' table of the exports 
of Indian manufactures and produce, and those of foreign origin will serve 
to explain the view-point of this section m'ore fully. 



Kjcfort, of In.liun rro.iuco i Ito-Exportf. of Foreign good. 
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With the exception of Persia and the countries served through 
the littoral of the Persian gulf—which seem to take the native Indian 
produce with ^le re-exportsof India in almost equal proportion^—almost 
every one of these^countries, whether within or outside the liritish Empire, 
take' far more of the native goods of India than her foreign re-exports. 
Indian manufactures may thus seem to have a good chance in these coun¬ 
tries for future devclqinnent and a possible method of^econstruction of 
our entire trade on the lines followed through the centuries. But even if 
that aspect of tc.ade development is nnaccefitable, the significanie oftliis 
feature of our trade lies ii* the consideration of the U rn' ml of 

India. There rtre countries wliich can only be served tbrpngh India, since 
they have no direct access to the sea, and the quickest, or choa|K'st if not 
the nearest approach to which must be through India. ‘This point, how¬ 
ever, would be best discussed in our next section—fbe Land Frontier Trade 
of India. 



D 


XXXI\?, THE TRANS-FRONTIER LAND TRADE’oF INDIA. 

I « « 

The importance of the transfrontier land trade pales into insigni¬ 
ficance, when we^ think only of the volume and' values as at present; 
and, contrast the land frontier trade with the sea-borne trade in those parti¬ 
culars. The total frontier trade is barely ^ p. c. of the sea-borne trade, 
though India has a land frontier of 6Soo miles. For the most part, how¬ 
ever, and for all purposes of trade across, thesy boundaries!' this frontier 
may be taken to. be composed of impenetrable forests and inscalable 
mountains across whi(^ trade is almost impossible. Where the forests 
and the mountains pjcixnit of a passage, trade routes have flourished from 
the earliest times; and even to-day continue to occasion (]uite conside-, 
ruble trade. The frontiers accessible to possiljilities of commerce have 
been further improved by railway construction; which, though originally 
constructed for purely destructive purposes of military defence or aggression, 
arc yet capable of being converted as excellent handmaids to the require! 
ments of transfrontier^movement of goods. To understand the significance 
of these figures let us consWer the following figures of the Frontier Trade 
of India. 



( In Lakhs of 

Imports 

rupees. ) 

f Exports 

Net Imports 

1^95-6 

Its. 4,85 

4,06 

78 

52 

1900-1 

•7,09 * 

e,.57 ' 

1905-6 

<1,48 

' . 7,.I.'. 

2,13 

1909-10 

8,45 

ti,82 

1,63 

1910 n 


7,4.'! 

1.76 

1,55 

1911 12 

* , 10,S8 

8.83 

1912-1,'! 

11,50 

1047 

1.03. 

19l;!-li 

12,02 

9,42 

2,60 

1914 15 

11,42 

9,49 

1,93 • 

1915-16 

11,98 

9,50 

2,48 

1916-17 

1‘2,^2 

10,35 

9',47 

191V 18 

14,75 

13,26 

1,49 

1^18-19 

. 15,96 

14,88 

1,08 

1919^-20 

17,02 

15,92 

1,10 

1920-21- 

s ’■18,16 

1.5,81 , 

2,35 


The following table gives a list of the principal countries of our 
transfrontier t'ade, with the imports frorr and exports to them.* 

* Th«e figure* ire in thousnnfi* of rupees, sod for the yesrs 191S-U sod 1920-81 
They ato taken from the annual Keview of Trade for 1920-2) • ’ 
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Countries? 

• 

Imports from. 

Kuports to. 

• 

— " ’"1 

* f 

11)13 -U 

1920-21 1913 I L 

ft20-21 

V • • 

Afghanistan ...* 


1,32,81' 

1,.'')2,33; 

I,*.4.32 

Dir, Swat, Bijanr 

T.s.ln 

41 41 

88 ,7T 

82,41 

llentrnl Asiii 

l;!,:!.( 

47 72 

lt^l 8 

H.3,83 

Per.sia ... . 


3.'),^7 

21,83 

1,0,'>,;10 

Nepal ... *... 


a.lft; 9:1 

2,04,80 

2,82,03 

Tibet • ... ... ... • 

33,‘.i! 

111,32 

19,82; 

. .31,3 4 

Sikkim ...a . 

30,fill 

94 

I 8 .OJ 1 

15,08 

Bhutan ... , ..., 

. i lio.c.'- 

11,73 

1 7.8'r 

7,81 

Shan States 

..1 '.'.ol.iii; 

3,IIS, 31 ; 


.■.,17,44 

Western China 

28,92 

111),27* 

.'.8,1.3' 

1.01,10 

Siam 

1-3,92 

Ml 111 

18,:.' 

24.08 

Karennee .. 


311,1 r 

f 

1,89 


XXXV. THE HINTERLAND OF INDIA. 

The five countries^hat most import Irom the stand point of the volume 
of trade, are:—Nepal, the Shan States, .\fehanistan, Persia and Western 
China. With the exception perhaps, of Pi^ ia fliese are all cotintries for 
whom India is the natural, liecause the nearest market for buying and 
selling; and for India they form a natural hinterland of immense possi¬ 
bilities, pr.actically undeveloped yet. The mineral and other superficial 
natural resources of these countries aie yet unknown, but the growth of 
trade with them will in all ^)rol)ability bring them out. * The ancient 
barriers of mountains rtyidcriiig the passajte ol heavy goods impracticable 
profitably are now of dwindling significance; since India has pushed her 
railways right up to the frontiers; and a similar response from the adjoining 
frontier countries is only a (piestion of time wliere not already afforded. + 
With growth of these means of relativi ly cheap transport in bulk, or with 
the improvement of roads to suit modern devices of ipiick transport suita¬ 
ble for trade in smaller lots, the whole of the region beyond the. Indus 
and the Brahmaputra, beyond the Himalayas and the Hindukush, would 
bcco'hie the'natural hinterland of India. With the ixeeption of Persia, 
none of these countries have a sea-board of their own; and, with diiec^rail 
or road Atonnections with India, the Indian ports'of Karachi, or Bombay, 
or Calcutta even, would I)C nearer than the ports either of Chilia or of 

India, aa we know’of it to-day, ■‘i, for exftnpl^, incapaljlc of producing all the 
coal that she hertelf laighU want. China in the wtrat ia reported to have immeaae coal 
resources, lyt yet lappetl. India irt deheient in iron ore; China can remedy that deficit, and, 
afcill more Central .-Via. Cold, if we need and cannot gat it hy trade, la producihlc in 
Tibet,, while wool,and hides may iie lead from Nepal and Tibet, and Peitiain the ahundanee 
we want. ^ ^ 

+ According to the latest advice-^, .\fghauistau, at lease, aocdni to have realised the 
value of trade with India, and the innovations of tlie present Amir may quite possibly 
rerolutionue that country’a trdde and ioduatry to the mutual profit of India and Afghanistan. 
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Arabia. If these countries, therefore, have any surplus production of their 
own' which they seek to dispose of in Africa or Eurbpe’or Australasia, they 
must shijr these eoods thronp'h India. And as for some ypars or genera¬ 
tions to comuf these eonntries. would want the mcchanjoal appliances for 
the developmejii of tln ir (ovn r.sources to perfection, the transit or entre¬ 
pot trade in these articles alone will he qnitu considerable for India. 
We fully realise ^tlio essential weakness of a merely distributing agency; 
ami the trade ahore mentioned would be really in the nature of distribu¬ 
ting Ugeney^only. lint for s time at least that would be inevitable; and 
the pain fron; it to India would be objectionable only if Indians overlook 
the true characte,*' of tins trade, and seek to make it a perm.an.mt source of 
an unearned increment to themselves. The refil value of a Hinterland 
goe.s, indeed, to pdrls oi^ontlcts, and not to the intermediate region traver¬ 
sed in the transit of goods from a point in the hinterland to a port on the 
scacoast. * But the ports would add to their own pros[rcrity only and in 
so far as they remove or minimise every possible obstacle in the transit 
of goods. And even apart from the mere transit tr.ade through India to 
more distant regions, a normal, regular, inter-regional trade in genuine 
surpluses and specialities may tlonrish in much gVeater abundance if the 
means of rapid transport were perfected more than is the c.ase to-d.ay. The 
construction of a thronjS,b nylroad between Europe and ,'\sia reaching to 
the farthest coniines of (utlu'r may not, probably will not, rcprlacc or 
destroy the shiiiping business; since marine transport will necessarily 
remain cheapier than rail or road transport. Hut such through communica¬ 
tion would have its own trading utility to .adjacent countries at least,if not 
to the lands on the lemotesl extremes. ' The Hintt'rland itsedf may be 
altered; but the alteration need not cause any heart burning, if we under¬ 
stand the true origin and signiricanee of tnule between regions, t For years, 
if not generations, to come, however, India may safely promise herself a 
substantial and profitable trade with countries on her borders and their 
neighboins btiyoutl, it s^ie takes care to <levolop, or utiliso, properly 
wliere already developed,, suitable means of Ir.insport for the 
accommodation of this Iransfrontiei trade and its ste.ady development. 
It is (wssible—nay .piite probable, that even if India does not delilxirately 
intend her changi.ug fiscal policy in regard to trade as a danger signal 

"rtiv oiR'iiiiig up «f tliMugl. rnilwcv .■om.nuui.'niiun tliv niuiiiland.'f (tormwiv 

Had tlio ..Vustrinu iwrt id Trieste, for eMiiipl.., I.esides giving « f„tnl 1,low to gie trade of 
Venioo on tlie opposite eoast, cortiiiidy did eoiitrii.ute to tlie prosperity of the 
intormodinte .\us|ri,in regions luit not in Mie sniue proportions. It is an interesting speeula- 
tion, if not a pro(ioaition in' praetieal^ polities, to inquire irtmt. would he the tato of the Nor¬ 
thern Oerrnan ports, like llamturg or Bremen, wliieli are relatively, i ,istlier to maintain open 
for traflii; all the year round, if .\usti ia and (Jermanv liad been one territory, and no national 
aentimeut involved in attending spia'inlly to the eostlier northern ports in preference to the 
•Rsior nttd more na« iu»l HHuMit ni jwrts. ' ^ 

+ Tlie Heree rival'iee and animosities in eoimeetion witli tlie pre war German project 

of a through railCay fropi lieilin lo liagilad Would ho intelligent if wc remeinher the mis- 

eonception in regard to the nature of international cxeliaiige, and insignificant it we determine 
to promote trade only on its genuine uaturni lines. 




to the other trading nations of the world—in that India will not and 
must not reorganistv merely to cajiture the cxiKirt trade of her erstwhile 
exploiters in the neiltral market—tliose others may take fvigkt by this 
simple mamtuvee tor proteeting local iudu^^ry and preservim; local markets; 
and some (Kirtion of India's trade may -uftit—at least for a time,—in coilse- 
iiueiice. If so, Ipdia wilf laid an am|ile compensation in this her trans- 
frontier trade; and the wisdom and the foresight of those tesponsihle fur the 
industrial and commercial iirosi'enlv of the connlre *vill hi' measured in 
accordance with their ahiluy or (iromplitudetin sei/ing upon such obvious 
directit^is lor compensatioik. It m nut mlemied to imiily hy tltis suggestion 
that the countries on the Ironliei we trade with, have no right to develop 
their own resources,-»nu fight ku adoirt tin sann deli nsive measures we are 
contemplating ourselves, fur then own protection, and agninst Indian wares, 
l-iut We have already pustulated that the reshapinf^of India's industry must 
not lie based on the idea of d' velopnig exports of'inannfaetiircs for dumping 
abroad; and so we neeilpol ap|irehind exeessiiely ihe furee of this eoilten- 
lioii. 'file pressure to develop or iitilm. Ironlier eommnnic.itions is thus 
not merely .1 political suggestion to secure mihtaiy ethcieiicy; though, of 
course, hitherto, the latW r h.is been tlie only reason foi 1 uiislrncting unproduc¬ 
tive railroads on tlie frontier, t oncenli.ilin;.: on tin puasihility of trade 
developments hy this means, we may not onlv ni.ijie 0111 jireseiil wash'fill 
.ind losing assets of railways on the ftoiUn r .1 eumineieial success; lint 
incidentally we may bring ahonl a niiich lull 1 development of oiir own and 
our neighbours' ngioiis hy a more n.itiii.il delimit.ilioii ol trade. 

\XXVI.' THli ARTKCl.hS OF FRONTIFR TRADli. 

We may ni:xt* 1 xamine the ar«e,lc ,• pnneipally entering into our 
Ij'aiisfrontier Iradi; and see iUiiT the Imt nhioinid ol the priiiripal com¬ 
modities of such tr.ide we can linii .my nidn.alion .U present, to justify the 
liofies artjpsed above for a leorgani.-alioif ol thi. Ironlier trade as a replace¬ 
ment of a po.ssible lob.s of foreign tr.ide. li i-i I unceivahle, of course, that 
undeiiithc present misconception ol the nainrc and utility of international 
exchanges, the seed ol a Uitnn- e.onipi iis.ition aganisi the pussilde loss of a 
portion of our present-day tr.ide may not he tr.iu ahle. It is certain that we 
cannot foresee all the conseipieiices of liiluii di-velopmeiits of intense 
exploitatfans of local resources hy each irgiom lint, admitting these liftiita- 
tions on •the utility of a closer study of our frontier trade to-day, we may yet 
consider—if only for the sake o( a fuller cum|irelie.nsiv^eness of our study— 
the articles now liguring’iif that trade. The /ollowing table gives a list of 
those articles and tlteir values. 


* The Xortti \V(^>tcrn Pwiilisay, tffiginuUy u men; UiiliUr^ vontur# for the 

movement of troop, in now one of the mo^ i roudcd linen, at leant at i^Ttain HcaBon# of the 
year, thanks chiefly to tRc construction of canaN in the Puiijah •that* brought heavy wheat 
trattic to this line fur bhiptuci^ at Karacfn. 
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* Frontier Trade—Values of Principal Articles. 


( In tljo*usaiids of rupees ) 


t 

1 

i I'dliLM 

1 - T— 

j 1917 18.111)18-H) 
1 , . 

• 1 

t9l9 20.! 1920-21. 

1 

•t 

Ks. 

Ks. 

Rs. 

Rs. 

1 

Rs. 

Imports. , 

(I.OIX)) 

(l,00u) 

(1,000) 

(1,000) 

(1,000) 

(Irain an<l Pulse . 

2,14,00 

1,92,27 

2,04,71 

2,07,o: 

2,52,00 

Fruits, and nuts 

()4,8l 

1,11,611 

1.03,14 

'2,84,88 

1,93,64 

Motnls and iminiifactures thereof 

20,2.''> 

2,,80,78 

1,28,78 

1,09,.58 

e 1,61,63 

Wool, raw... 

1,0.5,17 

1,44,.'. 1 

1,49,16 

1,28,81 

1,18,98 

Provision — 

(rlii (f.hiriHod 

72,44 

•■16,27 

of,59 

87,(K 

86,77 

l*i(;klod tfa (let-pot)... _ 

3:t,40 

29,26 

33,00 

111,71 

.36,73 

Ten . ' ... 

2."),i)7 

28,7.'. 

33,50 

1111,41 

10,96 

Spices . ■ ... 


22,.".0 

2.5,14 

23,19 

21,03 

Animals, living' (for salo) — 
(’attlo... 

til),4 7 

31,94 

• 20,23 

45,99 

55,11 

Othor animals 

70,52 

dr"),57 

56,47 

51,0; 

80,1.3 

Seeds . 

.50,44 

38,111 

57,18 

90,99 

78,41 

Silk, raw ... 

IS.IK 

37,17 

.83,58 

73,95 

57,98 

Wood- 

Tiinlier, teak... 

10,12 

, 

22,9,5 

27,01 

115,75 

116,45 

Tiniiior, otlior than tr^k .j. 

12,114 

19,08 

20,07 

11,90 

5.3,110 

Hides and Skins ... 

04,8(1 

39,10 

14,32 

41,14 

38,119 

.Into, raw ... 

110,31 

20,82 

25,82 

21,84 

28,88 

Drugs and medicines 

lll,lti 

17,(K) 

10,85 

16,02 

22,73 

Tohacco ... 

111,1111 

15,05 

12,04 

10,23 

22,60 

Exports. 

Cotton, piecegnods- 
Foreign 

2,77,28 

2,1)2,93 

1 

3,112,27 

H,44,(i4 

2,73,65 

Indian 


1 ,0.'.,'.-2 

1,55,76 

1,79,04 

1,06,31 

Cotton, twist and viirn- 



' 



Foreign ... ... ' ... 

41,8a 

■17..'.0 

04,35^ 

61,7i 

42,37 

Indian 

10,71 

(>(l,76 

1,04,19' 

1,07,511 

7.3,99 

Cotton, raw 

7,:>p 

-i,57 

10,03' 

19,62 

■36,93 

Metals and manuracturcs tliereid' 

04,40 

1,011,.50 

1,10,11| 

1,92,9:- 

2,24,94 

Grain and Pulse . 

20,48 

24,,53 

29,03, 

39,51 

1,29,20 

Proviflions... ... ' 

38,71) 

•Id, 75 

50,39; 

62,65 

58,15 

Sugar . 

20,04 

47,8,5 

81,28; 

49,37 

96,45 

Spices . “ 

30,(K) 

28,23 

31,94: 

35,08 

114,44 

Salt 

24,00 

31,lo 

33,24| 

31,13 

30,89 

Ten . 

16,84, 

13,08 

28,17! 

22,13 

14,31 

Oils . ■' . 

23,70 

37,'.l 

47,72: 

79,82 

74,14 

Railway materials ... , . '. 

8,0ll 

55.SO 

25,981 

43,64 

64,46 

Dyeing materials 

Animals, living (for sale) 

10,1><9 

16,/3 

21,80 

26,9.3 

12,112 

12,71 

14,13 

14,97 

19,80 

Tohaooo . 

1.3,8.3 

19,67 

20,114 

20,81 

19,37 

Leather . 

18,61 

24,2.5 

24,30 


18,54 


* Thw 18 Table No. 83 appended to the annual Review of. the Trade of India for 
1930*21 puMithed by the GoverameQ& of India. 









kc-stating this table in the more compendious classification adopted in 
the Trade Returns of ihe Government of India, we find that the impcjits 
schedule consists almo*t wholly of food-staffs and raw materials, ^ilk, and 
wool, and jute,* and, hides, and seeds, jnd metalware, ^ are all raw 
materials for furthcf manufacture; while grain and pulse, nhi and tea, spices 
and fruits, vegetabibs and ifits are in the class of food-stuffs. Tobacco figures 
on both sides of the account in almost eipi d quantities, and may therefore 
be left out of the consideration. On the export side, manufactures predo¬ 
minate, cotton leading off with an appreciably; margin, while mctalv^ire, 
railway pjant, and oils are,hot competitors for the next pkrces in the 
schedule. Injhecase of cotton manufactures, while the foreign piece- 
goods have nd doubt rr^iintjined ^heir ground, the Indian sliare has been 
steadily growing till it shows a yolf increase in 1920-21—wdiich is not the 
highest figure in the table. In twist and yarn, whif- the foreign produce 
shows a slight decline of about ■{% in value, the Indian contribution shows 
;in increase of nearly OoX. Does this give any indication of a jiossible future 
development ? The exports of raw cotton are steadily increasing, till they 
are nearly live times as much as in the pre-war yc.ar; and th.it may possibly 
indicate a legitimate feeling on the part of our present customers for cotton 
goods to produce their own requirements. We cannot quarrel with this 
desire; and we may not even feel that we commaiul t]ie only raw material 
they can either use or obtain. India will, howSver, have an advantage of a 
surplus of production in this regard; and there is no doubt that the trade 
in this direction will not suffer, but will go on improving in future. On the 
other hand, it may be noticed that while raw silk and raw wool form 
substantial items in the import st^iedules, the corresponding manufactures 
are nowhere mentioned. If India develops manufacture of these, she will 
have to find markets fo? tliTse manufackires* among her own people, or 
in countries beyond the seas, si<i(Je her transfrontier neighbours arc unwill¬ 
ing or unable to buy them either because they have their own methods of 
manufa’cturing to meet their own needs, ( iti woollens ). or because they are 
too poor to^afford them. It may even be that a keener national conscious¬ 
ness mgy make them perceive their inherent adv.intage in the possession of 
the raw material and suggest the advisability of its manufacture on a modern 
scale rtiemselvcs. India should not expect them to be always condemning 
themselves to produce the raw material only fur Indian mills, and must 
consequently be prepared to lind alternative sources eif raw material within 
her own borders or elsewhere, if she is intent upon developing these jnanu- 
factures herself. There is not much ground for*a]iprchcnsion in regard to 
silk, but the case of wool i.s different. Leather g^ods, oif tfie other hand, form 
a somewhat curious kerrwas import, hides and sRins averaging 45 lakhs 
and expor^leathcr goods of the value of 22 lakhs. India has great possi¬ 
bilities for leather industry, owin;^to her bwn resoflrees of^ r.aw material; 
but a trade in e.xport of leather goodf from India to such countries cannot 
be absolutely depended upon as an item of near future development. Sugar 
is a speciality on the export side, averaging Ks. 60 lakhs in the table above, 

14 *. 



166 


and showinf; a steady growth. It is possible India may be their only source 
of Sugar supply. • 

The follojving table gives q, more detailed view o£ tlje* trade with our 
principal transfronticr customers;— 

r ‘ r 

( Figures lire in tfiousands ,bf Rupees. ) 


NEPAL 


IiM|iorts. , 



19Li -I t 

1920-21 

*'( 

CjitlU' ... 

\ 

29,80 

Twi.st A Yiij'ii ... 


OO 

103,13 

Dyo-sluIlN 

y,(l7 

l.'i.Cl 

Piece goods 

75,83 

Fruits, Vegel 111 lies A 



Metals i\ nictal- 



nuts 

7,2(> 

68,78 

ware ... 

19,83 

10,39 

22,31 

Rico: Im.skoil ... 

(18,97 

82,61 

(Jiln 

11,63 

,, uuhuskod 

'I0,;t9 

l,09,.53 

Siilt 

12,02 

14,90 

Hiilusof eiiltle 

20,67 

7,01 

Spices 

11 99 

18,56 

Jute (Kiiw) ... 

lld.tlt 

28,88 

Sugar . 

10,2-1 

17,67 

Ohi . 

, lll.Sd 

54,61 

Tohacco ... 

7,45 

9,08 

Jiirisoed 

9,,'13 

It). 36 

All otlier.s 

35,63 

62,93 

Mustard & rape 

;!0,t)8 

49,05 




Spices. 

Telittcco . 

1'2,(10 

11,19 




12,37 

16,97 




All other articles 

69,23 

106,5(1 


. 


To till ... 

t,32,7.') 

5,96,93 

t 

, Total ... 

2,04,80 

2,82,C3 


AFGHANISTAN. 


Imports. 

1913-14 

1 

1920-211 

1 

Exiiorl.s. 

1913-14 

,1920-21 

Fruits, Veg. A Nuts... 

26,15 

■1*7,81 

Cotton : 


•t 

Hides A Ski ns 
(Ini 

4,68 

•t,00 

Twist A Yarn 

6,22 

2.32 

11,20 

S 8,91 

Piooegoods... 

84 80 

77,76 

Wool (Raw). 

74,36 


Iioatlier ... 

9.60 

3,87 

All other articles 

12,45 

20,78 

Metals A metal- 




— 

— 

wave. 

5,24 

46 

Total .. 

, 1,28.84 

1,32,85 

Sugar 

7,00 

33,27 



Tea ... • ... 

1-2,30 

4,73 

26,91 




All others 

28,17 


, 


'' Total ... 

1,52,33 

1,54,32 
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SHAN STATES. 


Imports. 

. 

• 

• 

I91;t U 

1920-‘211 

1 


Kxp'irts. 

lOlH-tt* 

• 

19‘20-‘21 

Horses, Poiile.s, 

.M)i*les 

*,/>> 

2 ,r)2 

Cotton : 



I'attle . 


‘.'9,7.") 

11 !»:i 


Twist A’i‘. 

• l‘2,;t!) 

l:il8 

Kruits, Veg. A Nuts 

• l;$.w 

.•1)1,^:) 


PifOO^’‘(K)(is ... 


.">1,77 

Rice-bnsked ... 



;t,.'):) 

(iru 

)1 A Pulse . 

l.o7 

‘-21,3-1 

Lttc . 


1,71 

7,.SI 

Mt'tal.s* A' uiftul- 


• 

Metal, A. Metabr 

rnro... 


1 lit,I') 


WUI’O ... 

diCo!) 

1,.'S7,0:! 

Pickled Tea ., 


,‘lik'd!) 


OiU 


. 7.7.') 


Tea foreign .». 


d^lt, 

;ti ),.■)! 

Ki-l 

(Wet) 

7,.')t 

i‘2.i;i 

iVuod ... 





Drv 

^ 7.<)7 

7,87 

Cigar Wrapper 



L’8,!»() 

llai 

way niiiWrial ; 4S 

C4,Ki 

All other arlieh 


r).'),i;.') 

7.'),70 

All 

‘♦liars... 

H),l.") 

!)6,8r) 

T.ital ... 

2 ,111,8); 

• 



ToO)l ... 

l,t)2,7o 

.".,17 4i 


In each one of tliesc instances the peculiarity is impossible to overlook 
that trade is so uncertain and varyinj; that the countries in (picstion must 
Ire taken to be still undeveloped. If this remark has to Ik ventured on for 
the best of our customers, what can be said of ^hosc* other countries, the 
trade with, which does not exceed 20 or 30 lakhs ? In each of these cases, 
moreover, communications are either yet undeveloped, or unavailable for 
free commercial purposes. Nepal, Afghanistan, Shan states, Persia, Central 
Asia, Westc'n China.have all immense possibilities of trade with India; and 
for this future to bo realised, the iTrst need is a better, fuller development of 
means of communicatityis. •For here is r^n iujtance where the ordinary rule 
may Ire said to 1)C revcr.scd. It i% not the existing trade which dem.ands 
an*pler communications; but ra*ther it would be the bettor communications 
that would bring about larger trade. , 

» • 

X.XXVII. COASTING TRAf)E OF INDIA. 

For the sake of convenience in discussion, if not ipiitc for the sake of 
logical grouping, we may discuss here the coasting trade of India. It is 
not necessarily the same as foreign trade across the si-as, since the artiejes 
sent up and down are more common between the difk-rent jrarts of the 
same country. But the volume of the trade is inuch too considerable—over 
200 crores, not to deserve a special separate treatment, •even if, essentially 
speaking, it is of the nature of inland exchange.* TJie subjoined tabh gives 
a view nf the niialifnfiifnnortnnrp nf fhrif ti iuT* 





io8 


t 


<1 


Ibpokts 


. 

• 

Expokts 


(• 

_ 

MorcliMti- 

di.se 

I'reasure 

Total 

Imiwrts 

Mei'chan- 

tliso 

f 1 

, • 

ri-easurc 

Total 

Exi>orts 

lono-Ki . 

R(Iaklis) 

5:i,35 

El (laklisl 
90 

R (lakhs) 
54,95 

' t 

R (lakhs) 
'51,40 

R (lakh.s) 
99 

R (lakhs) 
52,32 

1910-11 ... '... 

54,59 

58 

55,17 

49,18 

60 

49,78 

1911'-19 . 

53,50 

39 

54,19 

49.70 

36 

50,06 

1919-i:i 

58.07 

53 

5S,«0 

55 59 

53 

56,12 

I9i;i-M :.. _ ... 

63,91 

97 

64,18 

55,51 

. 78 

56,29 

Anrtvj'’ of /> ijetirtt 
nitiiiiij ini’! It ' ... 

■ . 56.60 

68 

57,98 

59,-98 

64 

52,92 

1914-15 . 

57,87 

46 

58,33 

59,85 

39 

53,17 

1915-16 . 

56,78 

48 

57,96 

59,46 

99 

52,75 

1916-17 . 

60,98 

34 

60,69 

53,2i 

99 

53.56 

1917-lH . 

64,6'.- 

99 

65,61 

' 5t,39 

74 

55,13 

1918-19 . 

87,57 

71 

88,31 

67,7a 

75 

68,50 

Aforai/r- of .0 yoars 
eniiimi lit IH- III 

65,49 

60 

66,09 

56,14 

■18 

56,62 

1919 90 . 

1,14,5-. 

81 

1,15,33 

1,00,3r 

1,09 

1,01,37 

1990 91 . 

1,1^9( 

1,01 

l,13,-97 

94,9s 

9b 

95,94 
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“ The oliifif iniei'PKt in I ho trade nttachefl to the exchange of commodities 
ihotwoen Burma ( whose ouast wise trade l)alarne, he ^ noted, is invaluably 
favourable, the oxporls oxceodiiig the imports ) and India proper. Rangoon 
impoi’led in l!)2t!-'il cotton twi.st and yarn to tlie value of Rs. 2,81 lakhs 
and cotton pii'oegooils to the wilue of Rs. 2,32 lakhs chiefly from Bombay 
and Calcutta; Jiih-good.s to the value of Rs. 1,92 lakhs and coal worth 
Rs. 1,06 laklis, almost entirely from Calcutta; grain*anck pulse worth 
Rs. 1,17 lakhs., There is also an interesting item of leaf'tO'bacco weighing 
12J million Ihs, ( as eom|iai ed with 1(> million in 1919 20 ) and valued at 
nearly Ks. td laths, of which Bengal supplied 11 million Ihs and Madras the 
hahince of 11 million. In lioturn, Burma .supplied India with 970,0)0 tons 
of rice t(' tint value of nearly B.s. 1.');,' crores, as eom|)ared with 1,750,000 
tons valinri at Rs. 22! crores in 1919-20. 'India's pnrolifastts had been 
surprisingly lew during tlio oporting months of the year nndoi review, hut 
when itontrol ol the intier-provineial rice tradi*- wa.^' released in .Tannary, 
1921, the tratU*<”t‘vivod and hy the imd of the yetir Itomhay ( as usual the 
prinnilml piirclinser'jVad taken 512,000 lou.s, Bengal 254,000 ami Madras 
IdCotK). India is very largitly de|)ondenl on Burma for her supplies of 
keroseno, henzino and petrol, which rank soitond to rice iu order of im- 
portaneo. Of Burma kerosene, 51 million gallons wore exported to Bengal, 
221 million to Bomliay, 20 million to Madras and (C million to Sind. 
India's imrchaso.s thus totalled 100 million gallons in 1920 -21 as compared 
with 150 in 1919-20 and 11/ in 191S 19, On the other hand Burma's 
exports of benzine and petrol increa.scd from 81 itiillion gallons in 1918-19 
to 10 million gallons in 1919-20 and nearly 15 milliou gallons in the year 
uiidoj’ review. Ttsik wood was exported iu large fjnantitie.s from Burma 
to Imlia.”* f 

In connection with the coasting trade, we may also notice two facts 
of cardinal importance to the future tr.ade development of India. India 
has an extensive coast-line; and, though not (piito as indented as that of 
Britain for example, that coast lino is .amply provided with harbours. 
The ports, equipped with the most modern devices of handling ;md dis¬ 
patching trade arc, indeed, veiy fcx.’ in proportion to the trade of the coun¬ 
try. Bombay, Calcutta, Knrrachce, Rangocn and Madras linish the t.ale 
of the first-rate Indian ports, capable of harbouring ;dl the ye;ir round the 
largest vessels; and oven of these; only three arc sea-ports proper, Calcutta 
and Rangoon being only riverain trade eeiUros. This is a pecntiar feature 
of the modern age; for in olden times India h.id ;i great m:iny ports.,t The 
ancient Indi:in ports of llroai h, Snraf, ('amhay,-lo mention only a few on 
the West coast alone—have ln'en siiflered to he silted up and decay awing 
to a deliberate policy of port destniclion hv th.' railways, which led to 
conventnition of Imsiness at only a few cent res convenient to th? railvt^ys. 
We shall have more to say in a later si'ction ;ihont the Indian railw.ays, 
and the possible means of alternative communications. Here we must 
only observe that a proper, attention to snitahle ports on the coast would 
not only have taken .away' the pressure on our railw.ays r.nd made them more 
effectively servii cable; hut also made the trade more diffnseil, and the 
possibility of gt;ner;d benefit much greater,in conse(|nence. 

* AuiiuaI H, view of the Trade of Indio fo. 1920 ‘>1 pp. 34-35. 
t Abdul Ita/.nk in XV eentury mentions 300 jKirts as large as Kalikot in the 
kingdom of Vijayanagar atom', see ante. p. 3;), 



The other matter is also one, which at this sta^e can only lie touched 
upon. The coasting trade of India is considerable cnQiij;h to maintifin a 
considerable fleet of* mercantile marine in a highly flonrishing’condition. 
Uut India has practically no mercantile* marine of her •own. India is, 
unlike Swit/;erland or Afghanist.ui, a maritime country; but her flag, which 
once used r? bw* familiar in every sea and every harbour of the civilised 
world, is now quite unknown on the high se.is. That if a consequence of 
India’s present political condition which it would !«■ useless to deplore. 
But the absenoe of Indiaji shipping even in*the i ousting trade of Intfia,— 
which, in every civilised country of the v^uild. inclndin;^ flritain, is in¬ 
variably reserved for one s own national -Inppin;,;,—is ivnpossiblc to over¬ 
look or to e.xcusc. . • • 

• • 

■XX.XVIII. 1 HI- INLAND TRADE urP INDIA. 

I'he Importance ul that Trade. 

We may ne.\t coiilidcr the iidaiid or intcr-provincial trade of India, 
India, with the Uniteil States and China, is .unongst those few countries 
of the world, which b^ their extent .md conliguration. by their geographi¬ 
cal situation and |iolitic.d org.misation, .ire so circuin.stanced as to be 
able to produce practically every requirement for ^he necessities, comforts 
and ornaments of human life. She is best titted Hierefore to maintain, if neces¬ 
sary, the ideal of self-sufficiency’ a source of great strength in the event 
of trade rivalries of a most acute .uid active kind. “India” .said Sir John 
Strachey, “by the extent and favouralile conditions of its territory is capa¬ 
ble of producing almost ever^ article reiiuircd for the use of man.’'t To 
him the only inference from tliis observation was: 

• * • • 

“Ucri! then i.-. a cjiimiw^ v.liicli, liolli 1 1 oin ils imvcrty, tint priiuitivo 
and tli« inoaiit'iiious cluirticli'i' of it.s irnl life, and llio iieculiar 

eliuiactei' of its polilieal eomlitions, .-efni,' lo icquiic fi-oiti its tlovurnment, 
hefoie all tilings, tho most iM-onomical heatniennd Its resources, and, tlioro- 
fore, <(te greatest possdde freedom In ilsfoieig.1 rxekanges.’’ 

• 

Ikit Sir John was sjKiakiiij; in, and ihcrcforf, referring; to the conditions 
of 1879 . modified the monolony of her industrial life complai¬ 

ned hi by Sir John since; and that the inodilication haj^ not ^onc as far as 
it well mi"hl have is no fault of India. Hut ewn for those who do,not 
accept Sff John's conclusion about tin’ utmo->t possible freedom in our 

* We do uot advoceto a icvcrsioii to tlio on« iv»(.* nUal of Hojf auHieiojicy, cveo where 
prai;ti<.‘able. Koi- such a retrogrcj»>iou would not he iu the of human (irogruBii. On 

tlic other liaod, we need uot hUud our8(-lv e?< to the^iuKiaitiCB of the modern methoda of 
stimulating a new deuuufd; u<A' can one regard all >le\^ waiif/i as free from injury. Tfie trade 
of the Kui%p(aris witli the natives of Africa )B too glaiing an e.xample of the undesirable 
tendency of the modern trade organisation to he f^vtrlookcd. ’ Ik-tween the oneienty ideal of 
»clf-8urticiciKy or tninimutn trade and *the m(»dcrn madness about eoTn}>arsti\ e coatu and 
artiheiaUy stimulated and forcibly maitit%ined trade, we plai e th^ paineipie of the trade 
oiganisation of the future^iuter regional exchange of burplus or e»(>ceialitiea. 

t rinaocial Stotemeut Ut79-8U. 
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interiKitional cxchanf^cs as tlic most economical method of treating our 
resources, it is open to believe that the diversity of Indian zones and 
regions cii^genders a variety of resources, and facilitated a volume of produc¬ 
tion, -which c^^mot but lx- best utilised by the utmost ptissible freedom of 
exchanges within tlie country and between the provinces. The earliest 
Ireginning, it has been said, for the freedom dSf trade*waS made by the 
formiition of a A)llveiein;'' and India, like the United States of America, 
offers a readily co'.istiluted zollverein, whose fullest advantage remains 
yet to be taken. The |)rov»uces of India are, indeed recent creations of 
merely administrative necessity. '1 bey repreicnt or em!,)ody nq intelli¬ 
gible principle of,association and co- 0 |)eration between tbeir inhabitants or 
territories. Tlien very medley ol races an*l religious- intensities the funda¬ 
mental unity of fife; cQi^inent of India, the obvious advantage of its being 
treated as an unbroken unit for purposes of internal trade. 

The trade within a country so large ,is India is bound to be much 
more important than her trade with other countries or peoples. Its exact 
computation is almost impossible. Even in the United States, it is not 
quite easy to give an e.xact value for this internal trade, t Prof. Fisher- 
gives the total volume of the domestic trade of the United Slates at qSy 
hillioii dollars for iqoq .is against the total foreign trade of that year at 
3400 million dollars. ;* Bui even assuming Prof. Fisher's computation 

* Up. I'nhlic I'in'iiwi: p. 3111 “'riif iDwanls kderatioJi between 

imiupeiidcnb Stntef* Ima been tliu- al'oiition ol llu' i usIohes liouutut ut their frontiei’H.” 

\ Sayw l)r. Aiiil'‘r>on in liis work on 77f» Vain- e/‘J/<-i«»/“b'i;xuvtJ< liuve been i»llercd 
which would mIiow that ibe foreign traile ut tlie I'nitcd Stated is only a fraetiun of I ' of 
the domciitio trade. 'I’bi^ <on»'lusion is leafbul liy tfYkiu^ tin* for bankiflj; transaebionii 

.a« repi'e«eutativ e of tbe douicstie binde, ami' oiiijiarin)' them with tlio annual figurefl 

of exports and imptirt.s. Tliiii proeedure in falla' ious fur .''^•veral reaNoua . the hulk 

oven of thobe deposilP wliich do reprosenb r*^l ( ratling giow ohiulfy out of speeulatioii. Even 
in ordinary (rade, gootla art', eouiiteil neveral (iniod Ifofpro reaehiiig the final eonsumer. It ia 
oloar therefore that even an aeourate figure for ttital trading woubl have little relevai-do 
when wo are t^ceking a Hgure t«i cumpare with exporta ami imiMirtn." ^p. 2f>7-8) Tlic learned 
Doetor himself eonniderN dotn|.atie trade to bewjual to the net ineoino of tho V. S. A. less 
IinportH at retail prieea. On thia hasia he finds the foreign trade of T. S. A. to be about 
17 of the doinualie trade. 

T op, Kialicr’a /’»*«■ / ef < v eh, 12 and appendix thereto. Aftw critici¬ 

sing and iliueounting Khhir's r,llmate based upon a coiisirleratioa of B'lnk deposits on 
a given day, Ipp. -27 et so<|. in his \’'alnc of Money) l>r. Anderson gives hiu own altynative 
method of ealeulatin^tho volume of domentie Irade for (he riiitcd States aa follows: *l shall 
use it only as a ehuvk on King’;- figure for tin. lotnl oj U,e I'Mifl States in 1010 

1 Mmll use ns a base tigfu-o instead of my own. King’s figure for the total iiK’ome of the 
l^'nited Htates in 1010 i:. s 30,o00,00(b0f.iii. l take tliis figure an incliidin(» all that the 
Ameriean” people spend for contni»mpbicn, witli retailers, physiciar.H, hoteln, theatres &c. 
and alno their net savugs for the year. Bait of tliiii they sjK'iid for foicign products. The 
rest they spend at home. Tliis^reaiduo spent at lioi.ie*giv©t uti a figure which we may 
properly eomjwe with the Amount the foreigner upendi* '\>\ America as indicating the ratio 
of the foreign to domestic, trade for the purpose- in hand. We Bubtra»'t, in other words, 
from the figui-e for total iiv;ome the fi^yire for »»»;<»/ft. Tlien we comjiare the resident with 
the figure for t and get our ratio of foreign to domestio trade. Tlie exjvort and import 

figures must first, however, bo reduced to a iriail basis. This method, applied to the 
figure;) for 1910, gkea us a ratio of about 10 V 1 for domestic to foreign trade—the lowest 
{.percentage for foreign trade which we shall find for axiy y^ iu tbe period investigi^ed 
4890-1916.’* lop. cit. p. 269-70) 





gives an excessive figure; and that such methods of computation as are 
supplied by clearing" House Returns, or Banks deposits, or Railway Traffic 
returns are not,fully reliable, they all agree on one point. The Inland Trade 
is invariably more considerable than the foreign trade. Tiie total foreign 
trade of England, imports, exports and re-exports included, was about £' 
1700 million in.i(j22. 'fhe Hank clearings for that year were £37,000 
million or over 20 times the amount of the total foreign tfade. In the ease 
of India the maximum figure for the total foreign traje hitherto attained 
was Rs. boo ertjres; the inland trade was *coniputed at between .1500 
and i6oe crores,—the ligures for 11719-20 being 1597 croreswlflle those for 
1920-21 wer« 1497 crores. Even under the Indian met^iod’of calculation 
the figure cannot lx* less tba* three times as much as the foreign tr.ule 
figure. It is indeed very low as comparerl with the simihir ratio in Britain 
or the United states; .ami this relative coupled wilT; its absolute magnitude 
suggests possibilities of development which cannot be neglected without 
grave prejudice to the pefinanent interests of the country. 

The Indi.in method of cominiting the inland trade is most dissatis¬ 
factory. The object hek^ in viiav by the ollicial compilers of these statistics 
is thus compendiously stated in tlie latest available official return for the 
inland trade of India. 

• 

“Tliu iiiluml trade .stiitl.sticK are ahvay.s 0!' intei'ost since they give koiiiu 
idea Kb to tlio extent of the inovinoent of the staple articles of both the 
import and the e\))ort trade het'ween the different parts of the country. 
,1a sec/i, this f hunt' is a sitjtjth iiieiif ttt tks jtnt itjn st tirhnntt Irtuln nj liritifh 
IntJin. It shows where t he conimodilies aftci" importation into the poi'ts 
go for consumption, and wfience the ports obtain supplies for eiporta 
abroad.” • 

• * . 

This is a fundamentally ivfong attitude. Thu home trade of a country 
lilLe India is not merely a pendant to its foreign trade; and.the object of 
compiling^tatistics for it is not simply to show where final consumption 
of imported goods takes place, and where the ultifnato sources of supplies 
for the, foreign markets arc situated. Such an attitude t ikes no account 
of the existing regional differences within the country, and consequently 
disregards entirely the possibilities of trade and industrial development 
inter regions. It makes no allowance for the relatioiTship between the 
character.and volume of production aivd the nature of the foreign »ind 
domestic iradc. It allows absolutely nothing for the inlluence of the volume 
of trade upon the volume of currency, with subsidiary allowance"" in the 
former factor for the vitiation of figures by sixji-ulatiort, and in the latter for 
the velocity of circukition and creation of circulating or non-circulating 
substitute* for the legally established media of exchange. The following 
description of tlje method of cong:Uting tffe inland trade of Ipdia is abridged 
from the official publication already quoted 

_ _ « __ » ■ *_ 

* “Inland Trade of India I980-31” no. 1863 of the Govt, of India p. iii. 

« * 
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For the purpose of registration of the rail ajrd river-borne trade the 
country is divided into i8 principal blocks, namely^ftine blocks represen¬ 
ting; the Ijritish Provinces—Assam, Bengal, Bihar and Or^sa, the United 
Provinces of Agra and Oiidh, the Punjab (including the JSforth-West Fron¬ 
tier Province and the Delhi Province), Sind and British Baluchistan, the 
Central Provinces and Berar, Bombay, and Madras; four representing the 
principal port towns—Calcutta, Bombay, the Madras seaports,* and 
Karachi; and five "re[)rescnting Indian States—Rajputana, + Central 
India* t the Nizam’s territorjf, Mysore, and Kashmir. Thfc trade shown in 
the accounts , under the head “Bengal" is the Bradc of the-province of Ben¬ 
gal excluding Calcutta, the trade of which is shown separately; similarly 
the trade credited to Bombay, to Sind had British Baluchistan, or to 
Madras, is the trade #f such province excluding Bombay port, Karachi, or 
the Madras seaports, for which separate figures are given. The trade 
registered is the trade that comes into or goes out of each block by rail, 
exclusive of traffic that is merely booked through.'' The rail-borne trade is 
not registered in Burmal. The trade of Indian States which lie within 
the external boundaries of a British province is included in the trade of 
the province. 

The registration pf the rail-borne trade is done by the railway audit 
offices which register the gbods carried for delivery to consignees on their 
own lines, and in some cases, passing over their lines for delivery on con¬ 
nected lines. Goods carried from one station to another within the same 
internal block are not registered. The required information is collected 
from railway invoices, which show, amtvog other particulars, fhc descrip¬ 
tion of goods, the stations from which they are sent and at which they are 
received, and the gross actual weiglits. 

tf ^ 

A certain iierccntagc, which varies according to the class of goods, is 
taken to represent the. weight of packing materials, and this is deducted 
from the gross actual w.;ights recorded in railway invoices. T..e remain¬ 
der is taken as the net weight of the goods. This net weight is registered 
and is shown in these tables. 

The railway audit ofliccs register the trade (i) between the infernal 
blocks of a province, and ( 2 ) between the internal blocks of a province 

______ _ _ ‘ r. 

* Mfidras seaports are—Madras, Ncga[)otam, Tuticorio, Calicut, Cocouida, Vizaga- 
patam, Cuddalore, CorJiin, Tellicbery, Caniianore, Maeulipatain, Mangalore, Quilon, ^to 

Novo, Badagara, Dhanttskodi, and the Prench Ports, namely, Pondicherry mth its suburb 

Villituaur, nud Kariktil • • 

t Cunetituti’d a scjwatt block from lut April, 1919 . . * 

t The registration of the Inland Trade in Uurnia was abandoned in lf97. It was 
pointed out by the Oovernment of Byrma that “no request has ever been made by any 

mercantile body in Burma for the introduction of a system of registratmn of rail and rive^ 

borne trade. With regard to the movement of grain the BicutenanMJovernor is disposed 
to think that having regard to local conditions, statistics regard'ng such movement would 
ho of little value, and that the oxistenco of agricultural distress is already in all cases brought 
bo notice hy surer and mors spwdy methods than such statistics would afford.* ^ 
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and the internal blocks of other provinces. They supply quarterly returns 
to local authoritiesy Quarterly statements arc prepared for each province 
for submission to this'Department. The statements show:— ^ 

i. The trade of the province as a whelc with other provinces. 

• ii. The* trade of cjich internal block in the province with other 
provinces. • 

iii. The trade of the internal blocks of the provinc® with one another. 

Tht; consolidatod accqjmts of the inland trade of India are compiled 
from Statonient I of the (piarterly returns received from the several pro¬ 
vinces and ’from ihij (|U'*rterl); returns supplied by the railways concerned 
of the trade of the Indian States blocks with one aiiotlw. The trade bet¬ 
ween each of the five Indian States blocks on ^e one hand and British 
provinces on the other is ascertained thus—the imports into British 
provinces from Indian States represent the exports from the Indian States, 
and the exports from the provinces rcpiesent imports into the Indian 
States. 

The river-borne trade is reijistered between Beiii^al (inclndirif; Calcutta) 
and Assam, Calcutta and Bihar and Orissa, Assam and Biliar and Orissa, 
Calcutta and the United Provinces of Af;ra :yid Ohdh, and the Punjab and 
Sind and British Baluchistan. The results are combined witli the rail- 
borne trade statistics. The river-borne trade reiiresents tlie trade carried 
by country boats, as well as by inland steamers. Tlie boat traffic is 
registered ,at cenain selected river stations liy clerks wlio collect the 
necessary information from thelioatinen and forward the returns to provin¬ 
cial ofTices. The tr^de carried by strainers is registered by the steamer 
agents, and in some cases clerkj from provincial offices extract tlie required 
itiform.ation from the invoice recorded in the steamer companies’ ollices. 
The itrade carried partly by rail and partly by river, when booked through 
and carried by steamers running in connection.with railw.iys, is recorded 
generally by the railway audit olic ' ro i' -Tn l. Thi ■. tra 1 ■ i-tr:1 as 
r.iil-borne trade. 

^s the railway and steamer invoices do not shew value, the returns 
prepared by the audit offices contain only fumivs of rfinntity recorded in 
standard, maund of Ke) lbs. The annirj proviiici;rl reports contain li^fires 
of value, assigned by provincial offices, hut for ccrlain of articles 

the values rccorJcd in those reports represent’Only a very vai’iic afproxiina- 
tion to the truth, and v/o c.rnc/debtor and i^reditorTicconnt exhibiting the 
true balance of tr.'vJe can be extracted therefrofti. The values in the pro¬ 
vincial »eports, therefore, are not taken into account in the accounts for 
India which contain only ligtij-es of (fiantity in*cwts converted from net 
weights in maunds. .As, howeve^, the values provide the only possible 
common measure Hry which the relative importance oflach article can be 
itscertained, they arc rcktined in the provincial reports. 
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The explanation contains its own condemnation. The value figures 
are altogether guess-work; while the internal trade o‘f a.province or block is 
neglected,. A closer approximation to facts might be'had from an account 
of the gro.ss trijffic carried by railways. While the Inland.Trade Review of 
the Government of India for 1920-21 gives the total volume of that as 68 
million tons,* including rail as well as river-^pornc ttade; the railway 
administration report for the same year gives the goods'traffic carried on 
railways alone as million tons in the same year, 't The two subjoined 
tables give an idea of the qu,antitative movement of goods,from the hinter¬ 
land to the [lorts, and from the ports inwards 09 to the hinterland. { 

The total quantity of merchandise imported into the ports by rail 
and river during the year 1920-21 was 15,380,00010115, of which 12,186,000 
tons, or 79 per cer;t, w9rc made up of the ten articles shown in the table 
below:— 


Ai'licUts. 

(por-war 

year) 

19U-l.^ 

lOl.l-W 

1916-17 

1917-18 

1918-19 

1919-20 

1920-21 


000 tonR 

000 tons 

000 ions 

OtJO tons 

000 tons 

000 tons 

COO tons 

000 tons 

Cotton, raw 

711 

558 

6.')6 

480 

46,•, 

445 

594 

547 

Grain and 
pnlso... 

;t,237 

2,2-t() 

2,773 

3,031 

■l,60r> 

.3,211 

1,631 

1.055 

2,055 

Oilsoods 

l.O.'-rf! 

' 1,162 

, 1,182 

1,148 

719 

876 

849 

Coal & coke 

.'i.SK 

.">,665 

.'■>,06.5 

6,368 

6,334 

5,521 

5,631 

6,493 

Juto, raw ... 


824 

1,0.53 

923 

79.5 

8.52 

893 

916 

(iuimy hags 
and cloth 

21U 


3,54 


426 

446 

■too 

368 

Hidea and 
skina 

111 

76 

1)3 

1?0 

97 

124 

■o, 

;i7 

Ton 

Its 

lilt 

13'< 

124 

1.57 

134 

136 

98 

Ores 

f>8!t 

31)') 

• 49<!, 

62S 

■439 

‘ 398 

36-t 

810 

Wool, raw... 

Total im¬ 
ports into 
ports (lu- 
clnd i n g 

‘Ji 

l!) 

30 

2/ 

36 

25 

-2 

13 

16,387 

l-t,i'i07 

. 14,833 

ld,555 

17,417 

1 5, 17 () 

'a- 

14,03,5 

15,380 

oUlor arii* 
clds). 
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The total despatches from the ports to the interior were 5,023,000 
tons in 1920-21, as against 5,442,000 tons in 1919-20 and 6,066,000 tons 
in the pre-war year. The followipg table shows the trade in eight principal 
articles exported from the ports by rail and river (representing nearly 
52 per cent of the total) ;— 

’ “Tlio total imports and, exiwrts of merohandise for the year ending 31st March, 
1021 amounted to 68 millioA tone, or an ini;rease of 4 million toes over the preceding year 
and were slightly above the pre-war year level" op. cit. Introductory note. 

top. Kailvdijn in h^lin. Administration Rejwrt for the year 1920-21 *Vol. I eh. vi 
p. 36, , a ^ 

t It is not ((uite clear if the exports from tho ports are only outgoings landwards to 
the main continent; or \il>etlicr they also inV;Iudo exports seacards to foreign countries. 
Presumably only the former are iucludetl. The same reflection and solution apply to the 
0880 of Imports into [mrts. 











Articles. (i)re-wttril9U-l.')|19l.'-)-l6191(5-17 1917-lS 1918-19 1919-20 1920-21 
year). | 


Cotton piece 
goods 
Foreign... 
Indian .. 
Cotton twist 
and yarn 
Sugar, ro- 
Kned Snd 


000 tons‘000 tons^OCO tons'otX) tonslOOO tonsWOO ton.s (WO tnnBi(,XX) tons 


unrefined, j • 

(527 

40C 

-tC.5 

ti« / 1 


412' 

Iron k steel ,1 


. • 

• 



1 

wrought, j 

(548 

51:5 

:5:51 

251 

its?: 

IC 9 ' 

Kerosene oil.‘ 

2-41 

2C-t 

2.55 

2CO 


213! 

Suit ...| 

Hice, not iuj 

.597 

hTS 

52.8 

5nc 

) 1 

444; 

the liu.'^k ! 
Rail w a y. 

:5(58 

.579 

051 

-IC-l 

:i:u: 

7.sr,j 

plant and- 
r 0 11 i II gi 




i 

1 

i 

1 

stock 

-i:57 

• 429 

l!»C 

12oi 

1)2 

s.-ij 

Xotal ex* — 




\ 


ports from! 





« 


the ptirtsi 
(including; 
otlior arti-! 

(5,1 ICC 

5,CC9 

■"*,107 

. • 

JvSl) 

1 

4,717 


Tlio value tigure as reg.'irds tlic total trade within the r.oiintry is, as 
already shown, utterly unreliable; hnt we apijetid below the liguros for 
certain staples of commerre for what they are worth. 

The total irnjHrrts «indb'xports duriiy; thi»vear were valued at Rs. 14,97 
crores as against Ks. 15,97 Cfores in ipKj-eo, the decrease lK.'ing due to 
Icjiver prices of articles than in the preceding year. 

Voliimc and value of the Inland trade in Certain Staples of Agricultural 
Produce f^f 1910-11 as compared with those for the pre-\ear year, 1913-14 


'rrailc (>1 
193) L'l 


itjunntilv N'ahio 111 i‘,T 1 \’aliiB i 
.."logo-i'i; I'j-.'d 21 1P1:>. I 


;lNl'llKlSKl+)OIt nUOllEASK 
: ( -) AS eoMI'AllKI) WITH 

liil:: 14 


at ]>i ii'i's 
nf l9l;{.| t 


• lRs.(l,000)!Rv,(l,()fK,)jHs.d,f'nt)):Hs,(l,(Kli)i Rs.(l,0(XO! Rs.(l,0(J0) 

Cotton, rinv ... 1,291,tl9ll l,24,Wl,2;i 8s.r,:!,;!7| l,O(;,22,0l! —17,(IS,(it; 4^55,92,8(1 
Rico,not in the , 1 • : 

hnsk ... 2,928,(51:5 i!0,-12,11 .M,;i2,02- :59,12,2(5f *45,20,3(51 422,09,52 

Wheat ... 2,.5(55.747! ’-W.al.tXI 28.77,(5:5; ?58,U,9:5! —9,.37,301 411,7.3,37 

.lute, raw ... 2,114,^241 * 42,89,9 1 4.5,,59,:58; (50,28,(58 —14,(59,30: —2,(59,47 

binsecd • ... 432,389] 9,25,(5s 7,58,00] 1(5,24,72 —8,(5(5,721 4 1,(57,(58 

Tea, Indian... ^25(5,022j 20,91,7(^ .30.93,fKi| 29,20,lo 41,^2,9(11 -10,()1,.30 

* All thwG tnbltt) and tlie rubrics introducing them are takcA from iho official 
review of the hian/l Trade of India for 1920-21, already nieutioncfl. V'ery sligld} 
ebangoo have been made io the*omit}8ioa of a reduadaat column. • 









To what extent this view of the inland trad^which makes it barely 
three times the foreign trade of the country,—is erroneous may be shown 
from tha following figures from Mr. Findlay Shrt-ras's review of the 
Trade of Indja in 1920-21. P{ the 10 principal articles of export, the 
amount exported was the subjoined proportion of the total production. 


Articlee. 

1913-14 

11918-19 

1920-211 

1 

Articles. 

1913-14 

1918-19 

1920-21 

t 

Bice 

1' 8 

9 

4 

binseed t..l 

107 

12.') 

45 

Wheat ... 

• 14 

0 

3 

Hapo undl 




Sugar 

.4 

. 5 

1 

Mustard. 

23 

41 

16 

Cotton 




Sesamum. 

'28 

.9 

3 

(Raw) 

.'■.if 

..^26 

.'•.8 

Ground nut 

37 


13 

Juto (Raw) 

48 

32 

44 

Indigo ... 

41 


25 


These show an internal trade—assuming that all that which is not 
exported is subject matter of exchange within the country *-to be from 
a hundred times to twice as large as the export trade. The larger percen¬ 
tages of exports relate to articles of superior value; and, therefore, the 
aggregate value figures may not, it is quite conceivable, give an accurate 
idea of the correspoitding, movements of quantities within the country: 
The following table is, therefore, compiled showing aggregate production 
of the principal articles, and their value, computed by a rough averaging, 
available in toto for internal trade movement. The quantitative total of 
agricultural produce alone comes to 66.99 million tons. If the whole of this 
was carried by the railways and represented in the import and export 
figures of inland trade twice oyer, the volume of.inla(id trade would aggre¬ 
gate about 124 million tons-or double th^: total produce. And this does 
not include the quantitative record of mineral production. 


• This is not quitt conet't, tfb it tioes not nllow for direct coinumption by the 
producer himseW*. The atlovnncc Itowevcr need W very little in the case of the commercinl 
produot«—>i. e.—thejjrodttcts here treated of, L'S tliey are produced with a view to exchange, 
not for coiviumptioo. Beeidt^, if no allowaotH* is made^for t^uKumption by the iM*oduc^( 
direct^'—Qo aUownpce ia also made for the imports of similat artiolea. 






Average 191^11 to 1914-15 j Avei*age 1915-in to 1919--0 1921-^^2 
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This table has been compiled from a variety of sources and the 
correlation of the (piaritity and value figures nce(^fo be carefully scruti¬ 
nised, The figures relating to the yield of the various/^rops are taken 
from the KstiiAatcs of Area and ficlt! of Principal crops tn Fndia in 1921-22f 
The figures arc those of quinquennial average^ t in t{ic fij'St two cases, 
and for tlie fiscal year in the last case. Toother they may be held to 
give a fair gcaieral view of the agricultural production in India, The value 
figures are much 'l(;ss satisfactory. They arc taken from the Prices and 
Waies in India ] by averaging the price ([uotations in all the centres given 
in Table no., i for nji.j, 1920 and i(j2i. Thb first is used to calculate the 
values of production in njto-ii to 191.1-15; the second for thdpe of 1915-16 
to 1919-20 though in this case the result is bound to be somewhat e.\ag- 
gerated. The third ktgs been applied to the prdduction of 1921-22. In 
cases where the table in cpiestion does not give the price-quotations, the 
average declared value per unit of e.^jiort has been utilised to supply the 
missing link from the Annual Review of the Vrade of India for tq 20 - 2 l 
and the annual Statement of the sea-borne Trade of India for I92l~22.^ 
The total agricultural |)roducc—gross valuation at wholesale rates-is thus 
about 711 crores in 1915-19 and between 155 to 1500 crores in 1920 
and 1922 respectively. The remaining food crops and other farm produce 
may be thus estimatdd in,quantity and value from the authorities already 
quoted:— 


Ai'liclo. 

lyi;!-lt 


1020-21 



Quant il,y 

Value. 

Quantil y 

Viiluo 


Tons 

Rs. 

Tons ' 

, its. 

Barley 

2,fi8.‘i,09U 

20,l;i,7.b000 

O.lgH.tKXl 

37,,53,60,000 

J owar 

4,0U,CKK) 

28,:i0,80,000 

.4,0.56,000 

64,42,80,000 

Bojrn 

l,81.b,(XX) 

fh.Hb'j.b.OtK) 

1 ,01:6,000 

33,76,20,000 

Maizo 

2,08-1,000 

1.5,83,00,000 * . 

2,406,000 

28,87,20,000 

Qram 

1,008,000 

17,-t4,20,000 

4,33.5,000 

60,36,OO,O0O 

Total 

12,.")()■«,000 

. 0.5,13,00,000 

16 ,811,000 

233,9.5,80,000 


’ No. 137 o( tho (Joveruinciit uf ludia Uommorcial latelligcacc Dopt. 1923. Table 
no. 1 p. 8. ' 

t tn the case o( Cuffoc and Rubber the liguret iii the 2iid i|uiu<)ueauium only relate 
to the 6seal year 1919-20. 

t no. 1719 of 1,923 from tho Dcpnrtmout of Statistics of the (lovcrament of India. 

S This is the case with rejfard to Tea, Ootl'cc, Rubber and Indigo., as well as Ground¬ 
nuts, Tho uniformity of method is iuoritably broken, but tho results do not suffer materially. 
Tea is taken at between 8 pnd 9 annas per lb. though the exports for 1921-22 are actually 
in exceae of home .,troduetion of India being vatuedrat over 18 crores. The price Suotuatiom 
being much grettcr in the case of cotton, wa have taken a mean 6gure for 1921-22. The 
result may be taken to be accurate Uithin 10 creres-or a nuu^ of error of about 1% on 
the total, 



The total agricultural produce is thus valued at 806 crores in 1913-14, 
and 1368 crores in ^[921-22. Add to this 100 crores of gross produce in 
industry and mining *• in 1921-22; and we get a total gross incorrm or pro¬ 
duction of the [)fople of India in 191 J-I4.at S50 crores in j-ound figures, 
and 1470 crores, also in round figures, for 1921-22. If we may regard 
prictts in 1921-^2 t^ be 50 ]^‘r cent above 1913-14 level, the real value of 
the production in India cannot be taken at more than WOO crores per 
annum at the present time. Even at tbe inflated figure,^ve get an income 
ficr bead of Ks. 4(k|K‘i annum in tbe whole of tin' Indian Empire. We are, 
indeed, fujly aware of the rudimentary character of this estimatt, which is 
the roughest could make. But it would not be very far fro*m the most 
accurate ligufe, ca]ci;)ale(i uiulpr the most rigid method of computing 
national wealth. It is out of this figure that the 250 t crorsu of Government 


The- gross proifu''tion in iintustr}’ and mining ia tiiua given in tlic of 

Bntiah vui. 1 |». 2: — 


15119-20 liiitrorei*) 


Bs. 


^’oHoU J'Ot.ttlh. 

Odiil 

Iron 

IVper 

W’oollcii goofl^ 


»Alt 

Cold 

Peferoleuin 

MiBoellaneouh 


ru.Hi 


l.vVt 
2.0!) 
I .ti.) 
1.82 
2.25 


Till' total mineral produ'^lion in India in 1921 h givelt 
in llitf Indian Year Hook for 192.'l (p. :}67) at £ 21,883,536, 
of wilifli coal, pctrolemn, gold and nianganetio ore aoeourit 
for jL l7,865,09rts=85 percent. Thin la i‘tjui\-alent io rupaoH 
to Hh. 32,82,53,040. • 


Thin make» n lotal ol 8tl.32 irtorc!!'. t^ut it floes not give tbe value* of cotton yarn and 
twist, nor ot ^iIk goodn nor jute gt«ods for whicli we may a<ld a rounfl figure in groan of 
03.08 crores tfi make the ^otal*i'f I 'lO crores. 'I'lnn in at the valued of l!)19 20, which 
ought therefoic t*> be ffdut-ed I.y 1/3 at least* to tlic figure for 1921-22, an'lhy 2/3 
to get those of 19i:{ I 1.^ \Vt have deluded, in theec figured, the income from house pro¬ 
perty or the net profit.H of ctunmerdal unflertAkings like Hanks, Insurance OomjMwioH, 
'lrrtnN|H>r(^ yerviced and the giiiiiM of Hiimll tradcai^u-n all over the country, an tho»e do not 
make real ad^tional material jiroductior^ but arc* rather in thg nature of a tax U|Kjn produc¬ 
tion .'Vltogethor they cannot e.xceed lOP crores [ler n^inum all tobl. On the other Iiand 
we have also omitted the debt aaiount, ad the iiicludioo of the internal debt at least will 
Mmply iifkolve the error of counting the same thing twice over. The agricultural cUdses 
are, for instance, suileriDg from a debt load eNtimated at anything like 6000 erored or upwards; 
hut in w far as the clrarge for the maintenance of thid debt is a dedi^itiou from the agricultu¬ 
rist* produce, it is a corresponding gain to the other doi;tiom of the people; and do it need 
not be counted separately. TbH logic does not apply, of course, tf> the Indian debt held 
outside India*—w hich requireii now some 20 crores hy way of an Annual charge. A good deal 
of this is unproductive; but a portion of it is taken as a prodmitive charge and as we have not 
specifically counted the assets against which the charge is debited, we need not iocKTde the 
charge either. In any case even the unproductive debt of India and* its annual charge if 
debited would make a very fractional deduction from the w^Itb aoi'ount as gh'en above. 

t There is nothing cironejj/us in i.'alculating revenues aod*impx>rts separately, though 
a lart of the revenue ia included in the Customs Duties. The Impwrts when they reach the 
ultimate Indian consumer will be pmid for at retail rates which be anywhere over 60 pier 
««nt. above the whole^le prices. The real y:i{)orta fi/ure ought to be muoh higher. Treasure 
impK)^ are included in 300 crores; but even they make no substantial differwice. For if we 
^tiie imports of merchanfiUs^oo private account to be 260 crores, and a4d*only 60% to get 
retail price, the consumer would be ijayiog 400 crores roughly io pl«e of ths 800 
oouttted above. • 
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revenues and 300 crores, of imports of foreign goqds are paid for,-leaving, 
only 920 crores ( from the 1921-22 figure) for all the^'human needs, on the 
lowest scale, of the Indian fieoples. . 

. * » 

The internal trade would thus consist of this remainder of roughly 
a thousand crores; and counting that amo>V>t onc^ £fs imports' and 
once as exports—as is done by the official system of computing the Inland 
Trade—we get a, total inland trade of 2000 crores per annum. If we fur- 
thec add the figure of the public revenues, we might qnite possibly get a 
figure of i,500 crores^ The Bank deposits ,and clearings in India are by 
no moans rclialjle enough to test that figure by using the forrper as a check; 
but in so far as we tfiay use it, they also indicate pearly the same volume 
of trade inlandf' Bj^ the banking habits of the people are far too primi¬ 
tive to allow us to regard them in any way as furnishing reliable statistics. 
(jThe real conception of our inland trade can never be obtained, if we omit to 
consider the freejuent transfers of the same cojnmodity from the point of 
its final production to that of its final consumption. There are a number 
of intermediaries, and they all seek to intlate, by mere repetition of an 
identical function, the values of goods changing- hands. Even if we subs¬ 
cribe to the view, enunciated by Prof. I. P'isher and his followers, that 
all trade must be ultimately limited by the amount of produce available 
for exchange, the possibld inflation of the valuation of that produce by the 
mere multiplication of the exchanges ought not to be overlooked. If the 
velocity of circulation of money helps to minimise the effects of its 
scarcity, the frequency of exchange, even though relating to one and the 
same article, is touud to increase its valui,.'^ 

In view of the extent ^of o^jr territory and the size of our population, 
this volume of inland trade is exceedingly small. It will be from 3 to 5 
times the total of our foreign trade; or, counting only the export side of the 
foreign trade, it would be between C to 10 times that figure. Even so, it 
must be pronounced t\j be small. If Indian markets are to \je developed, 
if only to compensate for the possible loss of other markets in consequence 
of an altered fiscal policy; if the regional difterences between the provinces 
of India are to be fully utilised for purposes of internal trade, at,tention 
must be pxiid it, ever increasing proportions to the proper organisation of 
the inland market. Jhe grave preponderance of foreign trade has served 
to deflect attention from the real importance of our home trade. Domestic 
markers have therefore been wholly neglected- It becomes, accordingly, 
both a necessity and an advantage to concentrate attention on the proper 
development of the home market. 

I' 

* The Mai bank oleerings have riaen from 371.67 crorlM in 1907 to 1717.91 on»M 
la 1910. 




Chapter III. 

ANALYSIS OF IMPORTS INTO INDIA. 

^XXIX.** THE PRINCIPAL IMPORTS. 

After a general review of the total Indian Trade, wo may next proceed 
to consider its .details. The following i ihlc gives aft analysis of the 
Import Trade. ^ , * 

Summary of the Value of the Imports of iJercliaiuIise^CcAisisiicd 
from the»Briiish lUnpirc and Foreign Countries. 



iyiy-2() 

f——>— 

1920-21 

1 

1 

j 1921-22 

1.— Food, Drink, and TobScco— 

R.S. 

Us. 

Ek. 

A. Fish canned H.sh ).. 


211,.’’.!),.'')* 

18,77,0fl4 

B. Fruits and Vogetaiile.s... 

l,wy,tiO.:{‘.>( 

1,97,82,391 

1,98,(X).317 

C. Grain, Pulso, and Vlonr 

1 3,(W,yo,yl( 

.■■>,tlti,2O0 

9,35,.’)8,903 

D. Liquors ... 

1 ‘j,yo,r(!,f:r.( 

4,21,17,39( 

.■!,37,20,05l 

B. ProviRious and Oilman’s store,. 

■ 2,yo,9i,i-dc 

3,90,99,0!K 

2,70,36,2.'1.4 

F, Sineos . i 

f, 91.07,881 

1,92,.49,480 

G. Sugar . 

H. Tea . 

1 

18, ">0,29,740 

27,.40,28,2.48 


40,20,810 

.44,39,983 

I. Other Food and DrinV... 

1 '2,3'i,‘Jd,H2i 

2,41,02,790 

1,99,07.853 

J. Tobacco. 

• 

i 


1,94,05,763 

Tot*al, Class I ... 

• • 

•ty2,8si()yo 

:)r,,97,l3,99o 

.40,92,93,927 

• 

II.— Raav Materials and Produce 




and Arttales Mainly Gnmanfi- 




factored— 

A. lloal. Coke, and Patent fuel ... 

12,^'*.’►'30 

;io.;’,(!,.sio 

4,84,04,742 

H. (lums. Ilesins, and Ijjic 


47,90,9 01 

41,00,398 

0,^Hides and Skins, r^w ... 

ly.yc.'.yu 

10,4:i,890, 

9,81,734 

1). Metallic ores ami sci'up iron *»/• 
.f/G-.*/ for re-manufacture 

15,27,.thd 

17,.4^,270 

8,67,489 

E. Oik . 

y,i.3, 79,470 

»,79,40,490 

7,r>f),14.{|f>ri 

F. Seeds . 

l.2.‘),yy,t7(i 

'.'>l,49,9:f(t 

19,73,380 

G. Tallow, Stearine, and Wax ... 

24,U,710 

48,98,990 

2L2r>,847 

H. Textile materdals 

2,.')7,yd,9;!P 

3, nl, 7.4,990 

4,97,30,931 

I. Wood and Timber 

1 ,2.-),32.280 

l,0?,:f7,720 

80,33,2'>2 

J. Miscellanenns , ... ...| 

• 

l,47,l7.lfto 

.1,98,31,900 

1,79,<K1,78.4 

i 

• • > 

Total, Class tl ...| 

• I 

• 

l7,d:bH8,‘t20 

• 

• 

17.10,.">3,(di 

^ • 1 

22,01.38,079 






1919-20 


1920-21 


1921-22 


. 


• 

1 

ni— Article* ’Wholly or Mdlnlyj 
Manufactured— 1 

1,96,00,float 



A. Apparel.| 

B. Aitun, Ananunitiun, and Mili-i 

4,32,fj,73f) 

1,28,03,920 

tary stores . 

C. Carriages ail<t carts, induih’rKj. 

.'17,11,070 

• 03,95,030 

70,10,660 

• cycloH ami motor oarfi 

]). ClieinicaU, l)rug«, and Modi-j 

4,.''.,‘i,fl-2,ln0 

» 

14,08,081140 

3,51,89,924 

« 

cinotf ... ... ... ...| 

Jfi. Cutlery, Hardware,Implements’ 
( cdviqif, machine tools ), and' 

.% 7:1,81,130 

» •' 

5,10,40,7lrj 

3,74,50,014 

Instnimo'nts ...* . 

7,14,74,iso: 

10,15,72,970 

11,93,51,900 

F. Dyes and Colonrs . i 

0. Furniture, Caliinolwnre, and' 

3,2.‘l,47,.u2(i 

5,72,41,900 

4,49,09,8.58 

manufactures ot wood 

4r),!);5,9:!o 

95,05,240 

54,28,980 

H. Glassware and Barthenware ...j 

I. Hides and Skins, tanned or! 

2,74,40,930 

• 4,27,07,180 

3,(kJ,29,70r) 

dressed, and Tioathor .. { 

J. Machinery of all kimls, iHdnd'\ 

.'■);},7:!,()20: 

1,28,02,110 

e 

00,48,507 

ing belting for machinery ...| 
K. Metals, Iron and Steel, and; 

l),r.8,32,210 

24,08,55,030 

35,49,21,092 

manufactures thereof ...j 

L. Metals, ot/irr than Iron a^dStoel,| 

10,28,73,420 

31,23,21,090 

21,05,99,511 

and raannfacturea thereof... 
M. Paper, Pastohoard, and Sta-! 

0,39,94,290 

‘.1,3-1,-150 

5,0.5,14,803 

tionory . 

3,12,71,130 

9,12,48,830 

3,25,48,789 

N. Railway plant tV llolling*stock. 

O. Yarns and Textile fiihrics ... 

4, ">8,72,700 

14,13,04,950 

18,91,00,135 

69,(«,73,470 

Il8,;l2,38,i )0O 

- 02,t3,01,772 

P. MiscellanoouH ... 

ll,r>7,.’')S,0lo 

10,12,29,030 

13,29,70,240 

• • 

Total, Class III ... 

14."),3!?;2fi,8i;0 

274,97,24,0.51 

I8lh37,9?,5r4 

<> 

/.—Miscellaneous an* Unclassl- 
lied— 

4,f2,21 07l 

7,54,90.771 

• 

^ 4,32,38,202 

Total ... 

207,97,23 94i 

33.5,59,SS,4ll 

i 

200,34»(;3,422 





XL. THE PRINCIPAL IMPORTS. 


The following ta'ljle gives an idea of the principal articles of Import 
into India. ^ ^ 

( Value ill thousands of Rupees. ) 



Pro-wai* 1 
* averugo. j 

War 

avcrairo. 

1919-2(1 

i!)21)-21 

• 


« 

• 

CiiUoii, raw . 

1 ,0 :.M;i! 

44,4;! 

• 

liT.SO 

• 

1,*19.49 

• 


(iO 

4.') 


• 0 

>) 

„ Jlanufai'turos.' 

Machinery ami -Mill- 
wiirk; metal-w'iit'kinic 
macliiiierv ( inclncl- 

1 

b-j.ns.i’j 

-v.bOr.iKi 

1 ,02,12,0(1 

* 

•59,99,81 

inj^ niiu'liitiory toul.'i 

1 49 


^,td 

1 .'D,/ i 

1,24,19 

'l%*xtilo inarhiiUH’V 

M acliiiKM'y,—Mist^'lla- 


■j,2;!,i.'j 



12,81,99 

neouft 


2,89,84 


14,10,05 

20.19,09 

Sufjar. 

l:!,17,.hs 

14,70.18 

22.99,27 

18,.50,90 

27,50,28 

Iron HTlfl 

11,17,47) 

9,(11,00 

i(i,:!2,(;i 

91,■29,98 

21,13,98 


b 1 .b" 

44,(11 

7;»,(48 

CC.hb 

78,61 

Brass i‘lc, 

11 ,(1.') 


•2,9(4,.')4 

4,90,05 

1,83,98 

Oo|)pi'r 

:i,07,0') 

70.71 

• 2,10.21 

•2,(10,74 

1,2.5,,50 

(train, pnlsn and tloui' 

19.(1.'^ 

.bd.’JK 

;!,08,91 

5,0(1 

0,95,59 

Oils 

;l.9l..S,s 

■l/Jd,!';: 

9,49,7(1 

.8,7(1 to 

7,.56,14 

Hardware 

Coal, Ooko and piitrnl 

: 1.17,01 

2,79,1.) 

4.9(1,(12 

9.08,:i8 

•',91,90 


S9,8;i 

90.41 

1 2 .8(1 

:'»().d7 

•',85,05 

In.'-trununits ji]Uictrif:il 
InstrurniMits 

7U,'J7 

l,09.;il 

1 ,.•) 4,9(1 

4,lb,:!9 

4,06,94 

noons 

(;.'),.').e 

.‘5(1 d.b 

* (1(1,98 

1,(12,72 

1,08,46 

Silk raw 

1.1 

1,10,oil 1,77,20 

1,(19,‘20 

1,92,17 

*, waste 

1,-J4 

l.lli 1,17 

9.90 

3,06 

,, Maimfactiiroa ... 

9,7(!,0.". 

2,77,o( 


5,59,94 

2,98,70 

Ijiijnor.s ^ ... 


2 9(1 ,(14 

9.97.41 

4,90,02 

3,76,61 

. 

Motor^rai-s and Motoi 

1 ,il 

1,0(1,42 

. 1,88.,-^9 

;i,7;bSd 

3,‘20,52 

I'vclos 

Provisions and oil 

man*s sloros 

I.OIMM 

1,11,4' 

)),!*-,s 1 

l•2.9 4.'t:■ 

2,71,73 

■■Vi:'., 10 

•2,14,81 

2,90 91 

. 9,(10 9( 

2,70,36 

Pap r and Pastol'Oard 

1,97,07 

2,02,47 

2,94.4( 

7,90,94 

2,34,11 

(liass and ilasswaro ... 

l,(:l.9t 

1,2'<JI'- 

1,99,81 

9,97,(12 

2,*2,49 

Matchos 

Building and Knginoer- 


l,.'):i,;)l 

2,04,89 

. 

1,(17,01 

2,09,80 

ing .MaU'rials 

78,04 

98,.8' 

1,24,09 

. 2,25,99 

2,00,69 

Spioo.s ... 

l,r.4,79 

1,9(1,99 

, 2,2(1,51! 

1,111,08 

1,92,.59 

Cliom cals ... .#. 

. 90,49 

l,9l7il 

1,111 ,().•• 

2,(1(1,14 

1,90,89 

Fruits an4 Vc'gPtables 

l,o7,7*J 

1,10,9( 

1,89 (K 

i,(;7,8'2 

1 ,68,(.K) 

Tobacco 

71,(,i7 

1,9242 

2,Oi,87 

2,95,91: l,(15,0fi 

Drugs and nu*di«ines 
Ilubiicr, raw and inanii 

1,04,(111 

. 1,'29,02 


«,11,2' 

1,.58,37 

factureil ... .». 

2.3,10 

• 

!i7/Jb 


• 2,52,0(1 1,5 4,38 



Pre-war 

average, 

1 War 
! average. 

1919-20 

• 

, 1920-21 

1921-22 

Salt . 

1 79, h’ 

1,81,65 

2,09,52 

• 

•2,28,13 

1,.51,68 

Wool—raw . 

16.21 

18,28 

7,4b 

(),5C 
•.5,5^,09 

9.12 

„ Manufacture,s ... 

:;,08.;!r 

1,81,71 

1$9,85 

1,22,86 

Painters and Jhiin*cis' 
Materials . 


98,y9 

1,.30,71 

1,95,22 

1,2:3,96 

Bohhins 


;(7,35 

.38,80 

61,87 

1,19.88 

Wood and Timher ... 


1,02,29 

1,57,94 

1,48,69 

1,15,08 

Apparel 

1,46,67 

l,4:i,44 

.1,.58,83 

3,26,28 

, 1.12.62 

Belting for miicliincry. 

39,53 

60,37 

54,08 

l,4rt,io 

• ) 

1,00,88 


Taking these'" articles one by one would lead us into too great a 
digression without a corresponding benefit to the reader. We shall there¬ 
fore confine our study to the ten principal articles of Import, which together 
account for the largest proportion of the trade of Ipdia in imports. 

Figures arc in t.lionsands of rupees. 


Cotton gooils 
Macliinery 
Sugar ... 
Iron and Steel 
Other metals 
Silk 


Rs. 60,:W,11 Riiilwtiv Plant Rs. 18,91,06 

„ ;!4,2ri,.'>l (irain, Pulse &e. ., 9,35,.')9 

„ 27,.')0,o8 Oil . „ 7,.')6,14 

c» 21,13,38 Hartlwiire ... „ .'>,91,90 

,, ’>,06,43 Coal Coke <tc..., „ .5,8.5,05 

„ 4 , 33 , 9:1 Instruments ... „ 5,14,80 


These make a total of 2o6’42 crores out of the total imports valued at 
266'34 crores in 1921-22 or yy's p. c. of tha trade of India. We’ shall take 
each of these separately, examine the direction of these imports, and the 
possibility of supplying these articlas l)y domestic production in India. 

XLI. COTTON IMPORTS. * 

• 

We have already noticed the importance of cotton fabrics iff the trade 
of ancient and medieval India. There would thus appear to lx; nothing 
surpri.sing in finding that cotton still holds the pride of place in the foreign 
trade of India—except that the character of that trade is wholly alfered. 
Instead of exporting cotton manufactures made in India, we are now 
importing by far the largest proportion for our own use. That, howeves, 
until less than two hundred years'ago, India was practically a monopolist of 
cotton goods as well as of cotton raw may he evidenced from the following 
observations of a gre^it official authority:—* 

"It would not 1)0 frt>' from coi'root to desoritio itotton as the central 
feature of the world’s modern commerce. Ocrtainlv no more I%mark8ble 
example of a suddoK development oxist.s in the history of economic pro¬ 
ducts than “is the case with cotton. R’he enormous iirfportance of the 
textile to-d.ay, in the agricultui'al, oenimercial, industrial and social life 

___ » _ 

* Sir O. Wftbts’s Tht CotmvrHul Proiwtn of ffutui p. >170. 
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of the world renders it difficult to tioliave that but little more than two 
hundred jears ago cotton was practically unknown to the civilisetl nations 
of the West. But»it is perhaps still more .singular that a Blu e, which, for 
many centuries apparently, had been a stn]ilu article of clothing for fndia 
and the EastTgenerully, should scarcely littd a place in thtf early classical 
literature of these countries.” 

• • 

It is difficult to understand why Sir George, the eiuthority (|notcd, 
should consider that there is no mention of cotton in th^ earliest literature 
of this country:/or in the very ne.\l passage, Iv himself (juotes with ii^ipro- 
val the opinion of Mr. T. W, Tliomas, that; • 


“The Earliest mention appears to bo in llic Snt.> 

SIX) B. 0. ) whorc*tlie material is contrastod with silk and 
of which was niado the sacred tlircail id the Bial*aMs,'* 


"fir. Sifli'ir ( sjiy 
liomp, as that 


W'e have already shown that weaving was a cr.ili ipiite well known in 
the Rif^eiiic (igc. t and is impossible to conclude that the Indian classical 
or ancient literature knows nothing of the jdaiit and its ntime. Even 
according to Dr. Watt s own showing, however, the production of raw 
cotton was conftnetl, almost like a monopoly, to India. Neither Egypt nor 
America were, until about two htiiidretl ye.tr.s ago, anywbere iie.ir India in 
the production of the raw material for Ibe [triiieipal textile industry of all 
the ages.! * 

The most attraelive, feature, liowever, of tlie trade in cotton during 
all the centuries before the iiiiieteenlh was not so much the traffic in raw 
material, bfit that in'the maiiufautured goods. .\tid. if the produce of the 
raw material was a practical monopoly of India, the manufacture of finished 
goods was still more cbmpletely so. .\.Fiencli writer Kenaudot translating 
the journal of an Arab tra*'e 41 cr of the ninth century says, that when 

Sulaiman, the traveller, visited Calicut, he found; 

• • 

“Garments nj-e made in so cxtiuucdimiiy*i iimnnec that nowhere else 
ace the like to bu .scon. Tliey m e for the mo.'-t part round and woven to 
tlfat degree of Bncnes.s that tlioy may In' drawn lliiotigli a ring of middling 
Hize.’'§ 


’ Oft «•<. toe. 

1 J’tle Introductiou p I 

t Sec Sir U. Watts op. cit. quoting \nten, Tirf.ilt: .liVii/’TOirs pp. 3;t4 <>1 to show 
"Cotton was no< grown in Kgy|>t proper iluring ancient times.” Ace^oriing to that autliority 

cotton was first cultivated in Egyi* about the 13th or l#h century A. Ir., siiac an Arab 

traveller of 1200 A. 1)., sjieakiog of the products of Egypt, nftkes no mention of cotton. c|i 
Watts, op.acit p. .572, Re. American cotton, the same authority remarks;—" Tlie 
Spaniards on their arrival in the new world found cjtton being jnltivated and n»nufactured 
from the West Indies to Peru and fram Meiico to Brazil, Rut this is not the now 
famous variety of cotton known as the long-staple Sea Island quality. ^ 

i Op. cit. p. 572. ♦China, which had perfected its silk raauufaJtmc long before tbit 
date, bad no cotton manufac tuiy till the 13th century, A. D. 


If this was the case a thousand years ago, we may imagine to what 
(icrfcction it must have readied in the centuries th»t followed, when the 
active unJ mwiHiccnt patwiiaf^c of a most luxurious court in the world 
heaped favours' upon the practftioners of this craft. Sir (*. Watts, indeed, 
has pronounced the opinion that while hand-loom weaving at its best 
could turn out cloth of 150 counts at most, rfcdcrn pewcf looms could 
produce material of as much as Ooo counts, and that consequently the hand- 
loom weaver's real i^salety lies in the goods he manufactures being of a fancy 
or sfrccial nature, meeting ibeal markets known to hirft, rather than in 
regular commercial articles intended for lar|?e markets." ’ For,modern 
machinery knows no limit to the lincness of the goods itv:an produce, 
except, of course, tlic si/e of the market*it caters for, and the steadiness 
and regularity of*the^emaud it can count upon. Whatever its inherent 
excellence, t whatever the sentimental or social arguments in favour of .an 
active encouragement of reviving the industry may he, the facts 

* Op. (lit-, p. (ilO. 

I Sir ({<■»>. liaii ( oiKtludffl lliat i-lid in^t Mpt.-ciincos t)t Hand productn 

(M)llc<it«-'d at. the Didlii Darliar 'it wcit al'nuf- a» j'nud aa tlte <nrliiNt. avaiUI»!c hamplc. 

If the I'oujctiturtf ia trut; tlitd. (-Ik; arli\r, Imutilll.y ot tlio Uriti«li ITb«:aI Uj'iidatloii, impelling ill 
Home enHeti ultra ^•utllUHia.•^ti'' .n'lxjuita ft tin- I’. I. (Tompaiiy tt> eiit dD, a<i' "rding to ruimnir. 
the thumlitt of tliu ia-dt rrattsmen in ilieir diHlrid, had reHulfci d in a lintd <-Nt.ia<'tiuu "f tins 
art; and that, uvea liefnre IhiJ, Hie ^Happuarnuee of thv aetivi' patronage of Hu* (»ourt of tho 
great Moghuliand thuir prineipal satraps had rontrihuted to a gradual deeny of the induHtry, 
there in not. mue.li login in uomduding that (lie Mptt inienH t»f Indian M()rkinanshi[> avnilahlc 
in 1884 or 1903 wore really eomparahh’ to the produot.s ot the industry at tho /.unitli of its 
proBjKjrity. Sir <lco. is right in entphasisiiig the point that we have no earlier .‘♦poeiinuiiH to 
uompare. Of tlw etill furvi\ing indu.ntry ho sayw;— 

“Thu jK>iiit of interust- in thr.'tu Haeea muslhis. ijowuver, lie^ in the faot that thu 
band'Spitiners of Du'na a.t proilwang today yarns of a linencss that no inaeliinury in thu 
world uould Npiu from tilt) interior sta^de w^iieh they umo. ,)r. •''raylor wrote in 1840 that 
tho Paoua spiiinurH failed to use tin* lino .\ineriean eott«.iir;, and ga\(' as thuir reason the fact 
that tlie English yarn swells on hleauhing, vhile tiiat of i)aeea shrinks and lit.voin©!i finer a(id 
stronger. It would then appear that the Kuropean »])inuer, with all his beautiful machinery, 
may still have Homet-huig to h'arn from th’ hand s|(inner ”, Op. eit p. 017. * 

t Mr. Handhi, the mot-t* advaneed untioiialift leader of modern India, made the 
revival of handloom weaving a eardihal feature tif liif* politi'-al a:;itntiun in It is 

l>esido tho point of the general argument of Hu present work to consider and pwinounue 
upon the urtieacy of the tV»a./7ai as a weajKui in winning fulf t mvurnment for India. Confin¬ 
ing our attention to strietly I'eouomio arguno'ntu- or father soeio uconomic eonddentions, 
we uan find only two ukiof argument: tlmt- could at all he used to support active ellorts for 
the revival of hand loom working. That indu'itry atlmdud an excellent bye umploymeiit in 
unoilut and medieval timuH; mid, by parity of ruasoihng, it urged, tliat it may ijtill be made 
a suitable side omploymeut to insure the agriculturist, against the horrors of^ periodical 
failure of'thoir prin«'i)>al source of liveliliood. S\'o cannot, however, uoii'ider that in the 
supremo form of oraftHnuinship tho industry had .attaint d, it could really be the occupation of 
leisure mumentH. All the' bent arti^ns were really whole time workers and city-dwollers. 
For lower kinds of produee, it .night have been a bye-employment ^n the past: but we doubt 
if in the cheapt'r lines, tho handicraft can (.‘coiiomically hold its own against macl^iiio produc¬ 
tion. It could only hold its own in tliose superior lines, where the market in too spetnalised 
and too fastidiouslj seUvt, to make it weirth the wljile of the large scale machine producer to 
compete. In the siiei ial form of Mr. Haudhi’s movement this wonoinic weakness was almost 
wholly ignored, thereby ci;eating an ontagonismr not merely between the handicrafts and 
foreign imports, but also between the former and the marlnuc products of India. Those who 
plac^ an. implicit faith iu the movement were often heard to advance iiou-ccouumic grounds, 
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The explanation then of the decay of the Indian cotton industry is tO 
be found in the triple coincidence of the revolution in the mechanical 
appliances for .spinning and weaving, that were introduced in England 
towards the cIok of the eighteenth centu^; the adoption, In consonance 
with her general traditional policy in that regard, of legislative and fiscal 
measures by llritain to destroy all possible competition with her newly 
established industry *—a policy which was facilitated by the gradual but 
effectual political subjection of India by the East India^ompany, and the 
consequent explditation of that country's resources for the benefjl of British 
trade; a»d the revolution In the means of transport, which permitted 
large trade Ijeing carried on in these bulky goods over considerable dis¬ 
tances, by practically* eliitiinatftig the item of the cost and risk of trans¬ 
port. Any of these factors—at least the first or tlwthirS,—was by itself 
enough to give a mortal blow to the old-fashioned Indian industry, lacking 

(Confcioued from p. \ 28.) 

like the emaiK’ipatiou of the woAor from the tj^raany of the feotory, and particularly the 
Hafe-guardiiig of the honour of t>ur women hy Having tliein from factory ttlavory. To tbit 
aspect of the argument thori- can S'-arcrly he any opj'Kwition hcyoml pointing out thi^, tha 
remedicH for the undouhte<l bot^nl evily of modern induHtrialisin do not lie excluiively in an 
utter annihilation of modern indu<*trialiBm. 

The aocond and seemingly ftmnoinic argument ia more subtle. The hsnddoom, or at 
least t he independent domf.Htie worker, ouuld he enabled to eompfto W'itli tho factory produc¬ 
tion if (1) he could be supplied with power by the (^eapening and populariflatioo of 
electricity, and (2) l»y the formation of co operative unioiw of workers obtaining all the 
advantagea of large jyeale opi-ratioiiH without tho slavery and drudgery and diseaso of the 
factory life. It must be ohservi-rl that tlje protagonists of hand-loom indiwtry to-day do 
not put forward their jilea in this form. Kor what it is, we may concede that it is certain 
to be indistinguishable from the fa-'tory organisation, except in the all important considora- 
tion of the distribution of Die product. iT only Co operative enterprise could progress so 
far as this plea implii , nothing better could or need be hoped lor. The state of our know¬ 
ledge in electrical engineering in h)* no mearib so gwat as to pertiiit us the hope of an early 
realisation of this revulutioti. Ifcbides, accomplish it, the nei:eM8ary machinery would have 
to be thoroughly revolutionised, and may Imvc to wait inddmitely before we can see 
sucli a change, ft all thus depends u|>on the progress of tlie co operative principle and its 
suitability to social orgaineation. It would be immateAal in a society l>ased on the co-oporativ'e 
principle if the^dhotivc power of industry -itafi steam or electricilfy. Personally, I am inolined 
to the view tliat the co-operative principle in production is*unsuitable in comparison to tho 
collwtivist principle, and tliat the reorganisation of society would liavc to bo based on the 
latter, ifut in either case, the horror of the present uiioqual distribution would lie avoided, 
and the industrial slavery of to day ahoHshei If the fJharkha can accomplish that--of which 
1 have sft-iouB doubts --it ought of course to bo universally welcomed. 7, therefore, endorse 
the conclusion that “the hope of the hand-loom industry lies in the production of goodU of a 
kind which cannot profitably be made by the power-lc^m, such as»thoHe compounded in &n 
intricate fashidh or made in a very complicated pattern” (Watts op. oit. p. 016.) 

We might add here that in a little handbook called ^Khanirkr Work in Indini^ publi¬ 
shed by the All-India Congreiis Khaddar Department in* 1922, such statisti'is as there are 
given,-' and these arc extremely unreliable and unsatisfactory, as flnuch owing to misprints 
as on account of want of co ordination and proper tabulatiou^of the scanty material collected, 
—we are told that there* are^iearly 36 lakhs of charkhas in all tho Indian provinces. Put 
their output ii not accurately available, and the cost is almost in every province tjrt’ii&r than 
the mill made cloth, Indian or foreign. The yarnsspun varies Irooi 0 co^ts to 60 in the 
Telga country, which compares favourably* with the superior kind of yarn spun by the mills 
in India. On the whole, this handbook gives no ground to modify tljc judgment elabor* 
ated above. • 

* See Introduction, Scctipn C, and also the Ikmomt Hi$tory of India Vol j by R. 
C. Dutt. 



•„ fUo mechanical appliances and a suitable transport agency, 
as ,t was in the n^ m transport, Indian goods 

While steam was y j though not withoyt difficulties, in 

rEro,l'CL' * ^ .a* f,.» Ea,.a^ 

f Neon’s navy had remained after Trafalgar at least strong enough 
to patrol the Mediterranean Sea and the Arabian ocean; tiie continenta 
system of the !■ mperor might have had a chance of success. 1 he political 

therefore, comhintd with the economic factor in the last century to stran- 

guhate the ,centuries old co*tton trade of India. The dotton industry of 
Britain, whic;h at the commencement of the'iSth century only consumed 
about 1,000,000 lbs. worth of raw material, required in 1850, 664 million 
lbs of raw cotton, and exported £ 28 million wbrthtif cotton piece-goods.* 
The close of the ninetvjnth century found India the largest single buyer 
of British made cotton goods. The following table shows the shipment 
of cotton goods and yarn to India, China, and Japan from the United King¬ 
dom in the last half t century • 


Jn thousands 


PlKOKQOJDS. 


Yaun. 


Yarn. 


India 


1877 

1882 

1887 

1892 

1897 

1902 

1907 

1912 

191:5 

19U 

I9ir. 

191(5 

1917 

'1918 

1919 

192C) 

1921 

1922 

I)«e«onia: 

average. 


China. 


vds. 
i,30,49,:5r> 

1.. ')2.2l,r>8 

1,81,19,61 

1,85,08,72 

l,7r),88,;57| 

1,99,62,0 

2,15,42,;5:5 

2.79.52., ’>4 
3,05,73.92 
2,60,83,3(5 
1,90,80,94 
1,93,54,28 
1,90,67,24 

93,53,88 
76,77,76 
1,;57,43,77 
1,09,2’ 681 
r,:59,79,8l! 


1,69,83,26 


Japan. 


India. 


China. 


vds. 
:'56.73,30' 
40,19,58 
55,27*42 
49,74,85 

44.51.82 
57,47,73 
*55,33,73 
52,76,:16 
71,65,71 
57,79,47 

37.50.82 
:57,74,25 
:K5,95,861 

i 21,63,701 
30,44.35 
45a;6,53' 
21,10,50’ 
30,#9,48 

r 

:58,.50,08 


vds. a 
2,71,.50 
5,29,901 
' 6,.54,03 
7,51 861 
9,40,56 
10,91,16j 
12,12,40l 
7,47, 66 | 
5,02,00! 
2,60,9(-; 
1,96,62; 
1,72.87; 


Japan. 


llis. * 

Ihs. ■ 

lbs. 


1,79,62 


J .22418 

1,52,26i 1,91,44 

4 , 88 . 52 ; 

1,18,82 

1 2,34,72 

3,95,05, 

85,01 

2,33,84 

4,76,96' 

1,12,46 

:| 2,31,42 

02,08 

63 97 

; ‘ 23,65 

:!,lo.n 

42,28 

il 21,12 


1,21.95 
:t,74,21 
:'..74.44 
:> 79,78 
2,68,80 


26,40 

21.46' 

16,47| 

6,781 

3,13 


1,09,58 

82,701 

67 


1,07,06 


3,30 


2,60,49 

2,28.50. 

26,54 


1,34,06 

3,46,24 

34,67 


2,10,01 

3,74,85, 

60,42 


2,07,96 

2 ) 70 , 21 I 

17,.V 

i 

1 . 


• Watts’Up cit..p. 57 .■> ' 

+ This table baa been com|)iled from the Annual Repert of the Millownera' Aaeoci- 
atioD, Kombay for 1922 , 
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This table reveals beyond dispute the steady decay of the British trade 
in cotton goods in the Far Eastern countries thanks chiefly to the progress 
of the cotton mill industry in Japan, * and, to a lesser extent.in China. 
The Anglo-Japanese trade in yarn is cojnpletely gone, wjiile the Anglo- 
Chinese trade in the same is less than a third of the maximum figure in the 
nineteenth century, agaij due to Japanese competition. Bar war years, 
the Indian yam trade has been steadily maintained; butjhe Anglo-Indian 
trade in piece-goods ’must be declared to lie on the downward trend, 
thanks chiefly to the growing production iu India herself. The progress 
of Indian production side ,by side with the imports is 3 hown«in the follo¬ 
wing table:— 

♦ 

’ * IN fNDlAN MILLS. 




Colton 


Yarn 

Olotli produced 



consumed 


pi'oduccd 

in yards 

1900 

Bales 

14,53,052 

Bttle.s 

12,84,5,58 

32,04,23,397 

1905 


18,79,244 

if 

14,45,053 

.54,95,29,065 

1910 


19,35,010 

it 

15,68,410 

96,38,69,482 

1911 


19,05,866 

>> 

1.5,24,318 

104,27,41,653 

1912 

•» 

20 ,T) 0,102 

it 

15,62,575 

113,61..51,.590 

191.S 

») 

20,96,016 

ii 

17,21,182 

122,04,42,545 

1914 

>1 

21,43,126 


17,06,042 

116,42,91,.588 

1915 


21,02,632 

it 

4:,'j9,oT!1 

113,57,07,9.52 

1916 


21,97,718 

it 

18,06,061 

144,15.14,550 

1917 

ft 

21,08,164 


17,02,768 

157,81,32,789 

1918 

ft 

20.8V678 

It 

16,51,4S9 

161.41,26,458 

1919 

»t 

20,44,230 

II 

15,37,601 

145,07,26,160 

1920 

it 

.10,52.318 

Ii 

15,80.400 

163,97,79,227 

1921 

t i 

21,20,230 * 

1 • 

16,50,006 

158 08,49,716 

1922 

J> 

22,03,540 

It 

17,30,782 

173,15,73,296 

We 

are thus 

producing on 

an average of the last five years l 6 o crores 

of yards 

in piecegoods, anef importing 

from Britain 

about 18 o crores of 

yards.. In 

yarn our 

domestic production ii] 

mills [iverage? 

65 cr'ore lbs, while 


our foreigif imports average about ,i crores lbs»or less, taking war period 


into account. • 

The modernised cotton industry is thus once again asserting itself. 
It hjs some peculiar advantages of its own. The raw material, in the 
first place, is available within our own frontiers, as lyiH be shown from 
the subjoined:— 


* The progress of 

the .lapaoese cobtoo 

industf}' in evidenced from the following 

Bgures: 



CobtoD 

1,903 

1,0 JO 

consumed 


• 

(in Balee) 

• 9,7.‘3,608 

21,30,79!) 

Y%rn produced 
(in Bales) 

8,01,7.37 

, 1816970 . 

Cloth produced 

• 


(in yit.) 

7,67,02,213 , 

76,20,37,300 


op. Millowoecs’ AtcoeUtioo Report for 19^42 «ad JapAoele Book for the anme 

p. 471 






I|3 ' 


Season/ 


1897- 98 

1898- 99 

1899- 00 
1900,01 

1901- 02 

1902- 03 

1903- 04 

1904- 05 

1905- 0(5 
190(5-07 

1907- 08 

1908- 09 

1909- 10 

1910- 11 

1911- 12 

1912- 13 

1913- 14 

1914- 15 

1915- 1(5 

1916- 17 

1917- 18 

1918- 19 

1919- 20 

1920- 21 

1921- 22 
li'22-23 


United States! 
of America, 

---/■ 

Bales of 
dOO lijs. net. 


Bales of 
4(X) 11)8. net. 


10,812,2242,473,033 
11,008,368 3,015,269 
9,026,276 1,090,168 
10,028,8302,953,381 
10,401,8882,744,591 
10,311,0843,367,030 
0,661,9323,160,665 
13,408,2283,791,000 
]0;919,^ 3,416,00(5 
13,269,2004,934,000 
11,074,8883,122,000 
13,513,022 3,692,0(,)0 
10,134,532 3,718,0(XJ 
11,78.5,2003,853,000 
15,811,182 3,288,(KX) 
13,934,752 4,610,000 
14,231,8.56 5,06.5,0(X) 
14,893,842 5,209,000 
12,953,4.503,738,000 
12,975,.569 4,502,tXX) 
ll,9ll,8964,OOOtKX) 
11,602,634 3,978,(X)0 
12,217,5.52 5,845,000 
11,3.55,3(X) 3,601,000 
11,449,0(X)4,479,0(X) 
. 5,196,0(X) 


Indian. 

consumption 

F.-P. Bales 
of 3i cwts. 
each. 


16,75,192 

14,53,352 

13,51,740 

17,65,038 

17.39.. 340 
'17,44,V66 
18,79,244 
20,23,516 
19,80,170 
19,91,5(« 
21,09,0t;C 
19,35,010 
19,05,866 

20.. 511.10;) 
20,96,016 
21,43,126 
21,02,632 
21,97,718 
21,98,164 
20,85,678 
20,44,230 
19,52,318 

.21,20,230 

22,03,540 


'^Ouv mills are yet 
consunling about | 
' at most of the total 
produce of our raw 
material, and manu¬ 
facturing less than a 
j;hird of 6ur total clo¬ 
thing requirements. 
The Indian output, 
it is true, of mills is 
of coarser material. 
The following table 
gives a comparative 
view of similar classes 
of woven goods pro¬ 
duced in India and 
imported from 
abroad. 


Tn i/anh 



* This slatepeot has ' been oompiVed from llte anmnl rtritw of Hit Iritdt of India in 
1921.1932 (No. 1753 of the ComineroUl Intelligence Dopnrtment, India) ud the Indian Ytar 
Booty for 1933, p. 341, ' 
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We may taka it that the foreign imports plus the home productid 
represents the strength of the Indian Market available to the Indian mill 
industry. * That hotfever, in spite of adequate supply of raw material, the 
Indian mills are jiot able to command the whole of the Indian Market, may 
be explained by any one or more of the following causes; 

• • • 

(A) THE DRAIN OF THE* RAW MATERIAL 

Out of a totjil production of raw cottoiw averaging between 5 ,to 6 
million bales, nearly 3 milliops arc exported, t It may be doubted if the 
present mills, with their existing equipment in the matter of* spindles and 
looms, woulc>be able to manufacture the whole of this raw material, even 
supposing measures were adopted to retain the whole of 4 liis raw material 
for the Ireneht of the Indian mills. It is true that, according to the report 
of the Mill Owner’s Association for iij22, the production of yarn |x>r spindle 
in the whole of India has fallen from 12.S.97 lbs in 1906 to 94.43 lbs in 1922. 
This alone would show tfiat the total capacity of the Indian mills is not 
realised; and that were the spindles and looms worked at the fullest capacity, 
one third again of the piescnt output can be turned out without the addi¬ 
tion of a single spindle. Similarly, whereas for the .S2 Mills in Bombay 
Island, there were 3,117,284 spindles and 65,521 looijis, giving an average 
of 38,015 spindles .and 799 looms per mill, therWwere for thi; whole of India 
298 mills with 7,331,219 spindles and 134,620 looms, giving an average per 
mill of 24,601 spindles and 451 looms. This shows that the average mill 
in India has an equipment ^o°l poorer in the matter of spindles, and 455I in 
the matter of looms Ss compared,with the average equipment of a mill in 
Bombay island. Hence, we may conclude (i) that if the avcr.ige efficiency 
of the cotton mills .all Over India were itv.reused to the highest level that has 
already been reached in the pa^t.nhere is room for an ex])ansion of a third 
in*the present output without any incre.ise in the capital eipiijanent of the 
mills. ■ (2) Or, in the alternative, if tin-capital equijiment of the existing 
mills all over India is raised to the level of tho^ averag,;, ciml nol the best, 
mill in Bombay island, the whole of the raw material may l)e mantifacturc>d 
in the existing mills; or in the alternative, the whole of the Indian demand 
for cotton goods may be met by Indian production so increased. The 
capital increment thus required may be estimated at al’out 13 crores of 
rupees or J3 crores in round figures, allowipg for tint higher prices of ftie 
machinerj;to-day. The total capital investment in Cotton Mills in India is 
returned at 38‘83 crores in the statistics of British India Vol. i No. '1558 of 

1922. A one third expansion would mean .j capitll extension of 13 

• 

* ReaHy Speakiof the strength oi the lloine market would be^foreigo i id ports + domes* 
tio prodoctioQ-ezports of IndiaD production, but the export total o^ly 101 millioo 
yards out of a total production oi 17 31, auillioii yards, we liave ignored that factor, espe¬ 
cially as, 01 ^ of the total foreign goods imiK>i;ped, 73'6 miilioa yards were rp-exportod. 

t In 1921-22, exports aggregated 29,89,300 l>»ie», as sgaios^ 20, 78,900 in the 
TMHia yenr and 23,98,600 in 191.9-20. 
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crores or 15 at the most. But with .such a capital expenditure, it would 
lx; possible to produce cotton goods in India equivjilent to the foreign 
imports valued at sb'gq crores, in the latest trade (eturns, or 66 crores 
according to t(;e prewar r.ite of imjxjrt. We need not,c*all this whole 
amount a saving to India; but even if the freight charges alone be taken into 
consideratiot), as regards this item of our impor^ trade,*jt Would mean a 
considerable saving to the country. And in this argument, we take no 
notice of the increased scope for employment which ' the expansion of the 
industry by a third, or half,' of its pn.'sent strength would bring in its train 
for the Indian labour. I submit that here is a case for serioug reflection to 
any one intert;st(^ in the trade of India in general, the econorqic prosperity 
of its people at large, or eVen in the impiediate welfare oY the cotton 
industry alone, bn my judgment, while there is no chance worth speaking 
for the efficient revivaHind economic Of)cration of our ancient handloom 
industry, notwithstanding all that the political agitators may say to the 
contrary, there is a most excellent case for the expansion of our cotton mill 
industry on the modernised scale, with a view to save 60 crores of rupees 
per annum lieing drained away to pay for foreign imports. 

(B.) THE ABSENCE OF A SUITABLE FISCAL POLICY 

In the preceding'^ briet analysis, we have noted two of the principal 
advantages which the cotton industry in India, modernised in machinery 
and organisation, could command plentiful supply of raw material, and the 
vastness of the domestic market. We have also pointed out that owing 
to the drain of a very large proportion^pf the raw materials,, the industry 
cannot expand to its full possibilities even with the existing or necessa¬ 
rily increased o(iui()inent. reserve for a later chapter, in the section 
of this work dealing with the tarifls iy India, a full review of the fiscal 
policy and its bearings upon the cotton industry. Here, however, review¬ 
ing the causes explaining why, the mill industry has not progressed to its 
full possibilities, we nvast mention two'factors and point out*\.hcir mutual 
co-relation ; viz, the goal 6f Indian industrial development in this regard, 
and its connection with the fiscal iiolicy. What is the goal of Indian 
ambitions in this l)ehalf? I think, no one could object if that ambjtion is 
formulated as aiming at a full command of the Indian market, or, in the 
alternative, at manufacturing the whole of the Indian output of cotton 
at least. The latter would probably be more extensive, and might per¬ 
haps ojicrate so as to hinder the Indian industry from turning out the best 
results. The bull, of Indi.an production in y.arn is confined to lower counts 
as shown by the marginal rfbted table. 



• Nos. I to 10= (j,80,73,261 

„ II tv 20—37,12,96,259 This is probably due to the 

,, 21 to»io—20,31,61,956 relatively inferior quality of our 

„• ^i to 40— 1,69,00,186 sh^rt staple cotton.^ For superior 
Above 40— 2,38,9,279 

coiilits, and finc^ goods,; if oiir mills are to protluce them, we must 
depend on raw matcritil imported from abroad, whethfl" from America 
or from Egypt. Personally I would leave it ;is an, o]x;n iptestion as 
to whether the Indian cotton industry should progress on the lin#s of 
turning qut sufHuior (juality .of goods from raw material im]x)rtod from 
abroad, and,thus make the output sii|)ply all gradej of demands in 
the Indian market, nsim* littl*; more than the prtsent consumption ol 
the domestic material; or whether the industry shield »iin at using up the 
whole of the domestic material without much ri g ird to the (wssibility 
of improving the quality of the goods. For in either c.ise, capital extension 
would be unavoidable, aqtl would be more or less the same. In the former 
case, however, it must be rememljered that the industry would Ix' made 
dependent upon the foreign supply of raw material, which, in the event of 
a war or ;in interuatitnal complication, may quite possibly be cut off. 
In any case, the goal seems to lx: perfectly legitimate and unlikely to 
cause discriminating retaliation in other countries, as we would not be 
interfering with their markets outside India* since we would not have, as 
a definite goal, the building up of a great export trade in Indian cotton 
manufacture. Any changes in the tariff policy must therefore aim, not 
principally at developing an export trade in the cotton manufactures of 
India, but‘rather a’t securing «is large a share as |)ossil)le of the Indian 
industry. Duties on foreign imported nianufacuires would therefore be 
unavoidable at a fairl'y high rate, aniVniay lie graduated according to the 
equality of goods, if it is inrtefided to rnaki- Indian production supply all 
grades of Indian demand. On the other hand, if the aim of the tariff policy 
is to get iJie whole of the Iqdian ra\V material manufactured in Indian 
mills, the tariff would have to be a comljination ol high import duties 
togetljpr with a system of export duties on raw materials to secure the 
whole supply for the Indian mills. .Such a policy, it must be noted, would 
run the risk of conllicting with the apparent interest of the Indian agricul¬ 
turist or the producer of the Indian raw material, by unnecessarily limiting 
his market. The range of cotton prices in the- last two or three yfiars 
makes this argument peculiarly tlexible. liut wc would not press it Ixjyond 
just pointing out its obvious difficulties. AN the Induin fiscal policy has 
up till now been framed with a view to a^iomplete disregard of Indian 
ambitions, whatever they may be, in reg.ird to tfiis industry, we need say 
no more 8n this point. 

— - - , ---- , - 

* Tbis i« taken from the /Wian year Book for 10-3 p. 340. The foreign import# hjr 

different counte are given ai foliousin lbs. 1^20 —6,961,000; 21 ^ 2.’V-t,219,000; 26 to 80 
4,238,000; 31 to 40—20,141,000; Above 40—8,881, 000. cp, annual review of the trade of 
India, p. 3 The Bguree are for 1*921-22. 



{C) THE RISE IN PRICES 

§ 

The last, and perhaps tlio most effective, explanarton why Indian cotton 
industry on the,.modernised scale has not made the progre^ which it may 
reasonably and legitimately be expected to make, is to be found in the 
rather short sighted policy of the proprietors and '^nanagef^ of the industry. 
They have been o'iminally indifferent in improving the quality of the goods 
by proper attention to the raw material consumed,' and the machinery 
employed. No attempts worUi the name have teen made by the Indian 
cotton industry to improve the staple of the m:ij:erial available or possibly 
producible in the country.* And such material as is available is at the 
mercy of the speculators, so that the mill industry (inds one of the most 
important ingredients in the cost of production practically beyond its 
control. Tlie price of the raw material is an important factor in the relative 
cost of production; and no one could be permitted to urge a policy of restrict¬ 
ing exports of the raw material l)y means of export duties or licenses, with 
a view to guarantee a plentiful supply for the Indian mills, so long as the 
entire cotton industry is so far lacking in organisation as to permit and 
endure the wild outbreak of speculative manir which distigures the 
history of the cotton trade. It is not merely the outsiders or exporters who 
arc guilty of such reckh.iss speculation. The agents of the leading mill 
companies can hardly be credited with thoroughly clean hands. Their 
admission to the recently established Cotton Contracts Hoard,-intended to 
minimise the evils of boundless speculation—is hardly commensurate with 
their real imjwrtance ii\ the entire cotton industry. In any case, while the 
prices of raw material are lluctuating so violently as they hai)o done in 
the past few years, the industry can scarcely confine their prices of the 
finished goods at alt within the level acceptable to the consumer. The war 
gave an enormous, effective protection to th(. I.idian cotton industry, which 
those concerned sadly failed to utilise so as to exile for ever the foreign 
competitors in India. The followitig tablets an eloquent tributy to capi¬ 
talist greed and sliort-sightedgess in so raising prices as to keep neck to 
neck with the foreign goods, and thus make the Indian consumer unable to 
perceive the real benelits of fostering industries on a modern scale in India. 

* For tlie dilVin'tJiit ^arietio♦^ ot cotton in India oii. \Vatt« op. oit. pp. o75 ot 8W|; and 
niao ChiahoiiHtif Oommiritil t/o/. See alf<o the report of the lu lia't Gotfon 

which int'ntioiiH tlio progress of .\>ne*ic4»ii cotton in the Funjuh a» followat — 

“The total area under American cotton in the l*u«ijab in IU13 waa estimated at 
30,000 aoffta, of which 80 wTea were of the 4K variety and 100 a Ten were of 3 F. Siooe 
then the 4 v.irioly ha** *'prcnl very rapidly, and, in 1017, out of a total area of 2,76,000 
aoren under American cotton in the l^unjnb, at leaut 1,80,0(^0 ac're^ wore under it. It is esti¬ 
mated that in the proHcut seasod, ( 1918-19) there arc at least 3,0i\00<^ acre:^ of pure 4L cotton 
and between 50,000 and 60,000 wires of other American variety” (op. oit. p. 19) In the 
same work, in 1920 aeri\ago under American cotton wai estimated to bo 4,650,00 in the 
Punjab alone, witiv a possible in ircasc under add'lional canalisution of another 200,000 
acres. That document also outlines the history of tho 8iod failures to grow Ameri¬ 
can or Egyptian eotiot. in wnite of repeated efforts (pp. 73-7.>\ But all these attempts are 
primarily and almost wholly Uovernmeot endeavours towards which .the cotton indtutry as 
such maiidained an attitude at beet, of only a benevolent neutrality. 
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* Tlii^ i.'jlil'' in takfO liutu fhii Kiniri.- ni (h- 7’,■-*(/. of fur l‘J21 -li 

|», }7. 0(liri:il pul>li>al ait- iioi llir |H<>jirr incaii'^ tiir ''\pr''-^''ion to oji*-’h 8<>ijho 

of tilt- ludi‘-iou>*; nii'l o w«• > aniiot ipiif c •“av if fIio followint' (^umuK’iit on tin- talilo triAile 
liy till- i-ompilf-r of I In- doi ium ul uai in''-tjdf'<l to in.- hai-i-a''ti'-: **'I’lic iu prioo 

tioUvian iiii|)orU-d ai^l hidiau mil!made ooods van partly due to tlio fa<d. that 

tlio l>(,)y'«)l.l of ;^oi'id-^ Mi'vldi'd Indian mills to maitilaiti tlu-ir prif^'y al'uvo parity 

\viH: itnpor('-d gi-adi-s/ lUit. ^rim refility ii la yond saMpioion. 

'Dm foUowii.o oxh'a -t h fiotn an ( ditorial <‘ornm'ijt >ri>m tlio Timet o/*//v/ia of 
Mafi'li lilht, I'.lJd, faiewito the piaaiid( til iai addr<of tli^ l^otnl'ay Mill om tier''’ Asdociation. 
Mr. Kay, I lie I’rcsid'lit, Iiad < fiiriatrd tlm pridits of tli-- mill industry for at 10 p. o. 
leas tlifkii 1021 and Tn p, Im li.w llM^se <'f tin- riem-fl Imom of 102tt: he was approhfnsivo 
of hard fiinea ahead for tli. indu-^rry. and >o hinted at the possibility of a Hulisfcantial eufc 
in ^^a^e'4 as the only mean-* to keoji the industry ooin^. 'Ihu Y»me'< e/'//WiVi, a journal 
u it li hardly au\ lahonr .sy Hijial liies I u sp.^k of, ays : — 

“ When it etiiin.o lo l;usitii^ aisjumeiit" ou He- tlu-ory that the “eotton trnde ia doteri- 
oratin'.: one rea'-ln s \ci-y dcl.'utaltU- ;:ronnd. W hat. I Im Ilieiny means is that the indvwtry 
will earn h-'S prolits dnrui;: tlie- euri-eni year# H'lia.^ need surprise noliody. 'I’lio tlirco 
years whieh ended with l‘.l2l wen n. ycfti's, and, on a pai<l up ea])ital of something like 
tweke mores ul rupees.-(he r apital of the Hoinhay mill-' only —an average of fifteen erore.s 
a ycai- gnos prutib and ot twelve eroies a year net prolib (after dedu'dion of eoininisdiou 
and deprei iation) was eaiucl. The jigure- for the^hin< <lahad mills would prohalily show 
only a slightly lower rate of prolit ft would he lun ley to1:x|i' i-b that tliese higli profitN 
undd l-e mairitaiiud. Kven it lher<- wej-f a dropfrom twelve to two erores, that would still 
repierifni a suh tantial return on th(- pai<l up lafutal. 8iieh a figure would have hoen 
roekoned a good return in any pie war year; and, if only the exaggerated ideas of profit 
expcetai^-y hcgottfii liy the wai' are ea t away, it will he regarded again as a good return 
for the money inve-g.rd in the mill industry. Moreover, it is unlikely (|lmt the mills will feel 
the pineh of eompetition with the mill industry of other eountrics mifre aeutely bhiH year 
than formerly, and they will have the same area of i^aiket open bo thorn. Even the inerc^so 
in the cost of raw eotton will not atieet them mu'-h since most of the mills have already 
arranged for then- aujijiiy ot raw matciial f( r tlio eiirront working y<ar at prices whi<')i ruled 
hcforc the enliani einenr. 'I'lie fvideifo, we think, joints to the egrfniaty that tlie mills 
will be aijlc to carry on at lea'-t for nnoUier year wil.hout any (flsa'.trous#Mlump in jirices 
and profits, eort.ainly without loss. It is, therelore jireinatuic to attack wages on the 
grounds advanced by the Anraecfahad mill-owners.” 

Says, Indian Year iiook, for 1923 , 

For the year 1021, the profits, are 46.39 crorcH, lews 1.40 ciorcH GonViissioo, less 1.77 


erores depreciation. ‘Fiie net profits, therefore would lie 12,22 erores. Wo have given in 
dividends 6.41 crorcs or 33#pcrcent on (kipital; Salaries and wages oonic\o^.82 mores; insu¬ 
rance 30 lakhs, interest on l>orrowtd money afxvut 80 lakhs. The net earning on paid up 
Capital wwks out at 03 per cent. The Spinning mills which are very few in nutnbw earned 

ic 
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Here was a windfall of effective protection to the extent of between 
250 and 300 p. c., entirely gratuitous, and sufficiently Iqng continued to 
mit the bftilding up of the Indian market so as to ouk wholly the foreign 
competitor. Instead, tlii^ cit|)idity of our mill-owners led .tficm to declare 
cent, per cent, dividends and more, with the unavoidable consequence of a 
n'otoiK outbreak of speculation in the mill scrip,^ and tflc iftcidental fcon- 

comitant of a [udgress ot Japanese goods in the Indian Market in the four 
years of war, iie.irly ten times as much as that people had accomplished in 
forty years of peaceful pcnctrfition. Indian opinion is practically unanimous 
in the desire for a [irotectionist fiscal policy; and the cotton-mill owners 
have been vociferously supporting that demand. 15 ut no ampunt of fiscal 
protection can be so great as the one afforded by the War,'as most the 
tariff changes, whtVi tl^iiy materialise, would not afford protection in e.xccss 
of 50 p. c. ad valorem. In return the consumer, that is, the country at 
large, is entitled to know if the cotton industry will not assert once again 
the predatory instinct jxxuliar to the capitalist organisation, and dissipate 
in private gain the advantage purchased at a national sacrifice. We cannot 
honestly say that the history of the Indian cotton industry gives reason to 
hope in this regard; and much as one would like t® afford all the necessary 
and even possible protection to our own industry for safeguarding it against 
unfair competition from abroad, in the interests of the country at large, we 
cannot quite approve of chaiSges in fiscal policy that would omit to incor¬ 
porate a guarantee against an undue abuse of such advantages for private 
lienefit, against an unpardonable inactivity for the necessary extension of 
the industry to achieve the modest goal, mentioned above, within a defined 
period. If protection to cotton industry by fiscal measures is decided upon- 
and, in its present state, the decision cannot he avoided—it will have to be 
temporary and regressive so a's to provide some safeguard for the interests 
of the consumers, some sanctions against fiu? misuse of special advantapes 
by private capitalists. 

Perhaps the test mdihod to afford protection to an indiKtry, so well 
established as the cotton mills, would be to alter the very organisation of 

lOouiimiotl from p. 137). 

About 56 i)cr cent, oa Uupital; aad gavo ^8 percent. tUviilend!). TUe weaving mills ea.acd 63j 
per cent, on their Capital Aud gave about 33 A por cent, in divideods. 
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the industry. It may sound ridiculous, but it is nevertheless not an absurd 
proposition, to say: that if all the cotton mills in the cities of Bombay and 
Ahmedabad-at;d, for t*\ie matter of that, jute mills in Calcutta, atid woollen 
mills in Cawnpotc—were municipalised, by*ccmipensatory expropriation of 
the present owners, the sum total of the objections against modern indus¬ 
trialism would 1)9 avoided I quite realise that the state of education in the 
Indian pul)lic is by no.means so advanced as to permit of%nch a suggestion 
l>oing even discussed rationally and temperately. But it we arc to assist by 
fiscal measures the development of old and no»i’ industries to a point where 
we can oxpect to meet at le.fst our own demands by our own pfoducts; and 
if we arc siinultaneously to avoid or minimise the incident^d liardships upon 
the consumer and the'laliOtircr hi conseipionce of increased prices and pro¬ 
fits; if we would avoid the tyranny of the trust, and \;;it sdture the benefits of 
diversified employment in large scale industry, I sec only one other alterna¬ 
tive to the existing capitalist system which might possibly reconcile the 
conflicting requirements mentioned above. The problem of modern indus¬ 
trialism is at least ns much concerned with equity in distributing the 
national wealth, as with efficiency in producing it. The Co-operative princi¬ 
ple offers a solution, whi’ch, while I personally do not feel (piite sanguine 
.ihont it, is well worth a trial, if only to demonstrate tlni utter futility of 
private property in any form, and private gain as awincentive in any shape. 
Production on a co-operative basis is as yet quite unknown in India. The 
way in which it might be apjilied to such a well-established industry, as that 
of the cotton mills in India now exclusively under capitalistic organization, 
may be outlined thus: .Since the nearly 300 mills now working require a total 
capital, including debentures, 3f about 42 crores of rupees, we may take 
it that the average c.apital equipment for a modern mill would be 14 lakhs 
of laipces. Assuming, now, that the tvhole of the necessary expansion of 
tllfs industry takes the form o(*a) 3 ditional mills of average, equipment, organi¬ 
sed exclusively on the co-operative basics, we should need a hundred mills 
with at miJkt 15 crores of capital. If the mills #re all located next to the 
sources of the raw material, they would centre largely in the Bombay 
Presidency, the Central Provinces and the Punjab. The cotton growing 
districts of each of these provinces may be well trusted to hnd capital for 
two or three mills each—or even more—provided, of course, the infatuated 
advocacy of capitalistic organisation and private initiativi is so far relaxed 
as to permit expedients being devised \o attract the capital resources of 
cotton cultivators or their immediate financiers. I would, preferably, 
form the co-operative association out of the jirbducers o[ the r.iw materials 
to start and staff the mill—at least as far as tfce ijrdinary labour is concer¬ 
ned. To yie mill thus fin’anced and started on a strictly co-operative basis,' 
the labour may be supplied also from Bie associiyes or their dependents, 

* The ioitiftl aod fixed capital must be provided by the ahswiatti* theuwelveh; but 
wliat is known a^ the working capital may bl provided by an Industrial liauk, of the sort, 
for example, outlined in the present writer’s h¥iian enrrewy, e.cKU trvje 'tnd JJanki7i(j, I'art 111, 
cb. IV pj^ 381-41?. 
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with a view, in fact, to take off the surplus population now unduly pressing 
upon the soil. The reconciliation of the interests o&labour as a factor in 
productiort, and of the same group of individuals *as progrietors in a co¬ 
operative concitfii engaged in-preduction, is no doubt a difficult nut to crack; 
but wc need not des|iair of a successful solution even though the history 
of such attempts in countries more advanced, liidustria\iy speaking, than 
our own, makes' very distressing reading to the co-operative enthusiast.* 
The raw material, would be sui)i)lied by the co-operating associates at 
market r.atos, with, howeverj adequate safeguards against undue fluctuation 
by violent 'speculation. The introduction of* the co-operrvtive principle 
in the modorn*lar"e-scalc cotton manufacture would tend, of it\;own accord, 
to restrict, even if it cannot avoid altogether, the clnrotic condition of the 
cotton market uilhcr^the inlluence of unrestrained si)Cculation. In so far 
as these injurious tendencies are not automatically restrained by the adop¬ 
tion of the co-operative principle, the associates would have to fix their 
own margin of price-lluctuations as is.gards tlv; raw material, with due 
regard to the reimbursement of the producer, the c:ost of transport if any, 
interest on capital invested, and the normal level of prices of the corres¬ 
ponding quality in the local as well as the intbrnational market. The 
mill of course, when st;irted and siqiplied in the manner described above, 
must be operated exclusively on the admitted principles of commercial 
enterprise as regards all just and possible internal and external economics 
in every departnuait. The collective principle would once again assert 
itself at the point of disposing of the outturn. .\s far as possible, the 
outturn should be marketed through sale agencies of fhe Assocpalion itself 
within the district, or evem in sonu' ce'ntral market of a large city 
like Bombay. It may even be |)ossible to evolve a,co-operative prototype 
of the (lerman Cartel and tVe A’hierican Trust for controlling and co¬ 
ordinating the co-operative mills all over fne country, through a centril 
organisation guaranteeing (juality of goods to the consumer as well as 
regularity of delivery at,^ fair prices, and', to the producers, vecuriug and 
distributing orders, standarilising qualities, and all other services that the 
German Coal Syndicate, for instance, used to render to its inembdrs. If 
these conditions are fullilled, I have no doubt the industry wouk^ soon 
reach the goal we have in view, and ho profitable alike to the producer 
and the consnml'r, facilitating liscal protective changes in every depart¬ 
ment, including restridtive legis'iation against foreign eapitalisl availing 
themselves of the protective tarift wall to sipiccze for their own private 
benefit the Indian consumer.' 

The im|iortance of the c*otton trade jiislilics the irither long review of 
the present position and prospect of the Indian cotton industry ' ap|)eiidcd 
here. We havp iiieidef.tally or specifically considered the peculiar advan- 

* Cp. on vhis point a speoiftl f/n; 2\iir May 30, 1914 and 

Redfern’n history of the 0*. S. 1913. Soo also Fay, ii< Jlome and Ahraxd, pp. 

149, ct 8c^, and Mr. and Mrs. Webb’s ConsntiKt't' Co-ojicratii't'MovmoJ. 
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ta^es that the modernised cotton industry has in this country, vi/, plentiful 
raw material produced within the country; an excellent, extensive and 
varied home rriitrket; and an rdmndant, if somewhat unsteady, labour supply. 
We have noticcj the prOf^rcss that the industry has made ’ and the pros¬ 
pects still open to,it. W'e have examined the explanations accountinp; for 
the relatively badtward cBiiditions or at least the slow^proftress of that 
industry such as the drain of the raw materials, the absence of a snittible 
liscal policy and the short siehteilness of those at the h^ad of that industry. 
We have sne;;ested remedies in each ease, wit’ll due allowance ^for possible 
diflicnltics and with a view fo achiew the ^oal of this indnsfry's develop¬ 
ment,—formulated (K'linitely by ns in an alternativi form,’—in the shortest 
possible time. On thb wliM , liftwever, I feel, tint diffieijkies eonsidered and 
the remedies sn.:L;este'd will not be all as sueeessfiil •«?Ts they mieht be, if a 
radic.il elian^m in the cyanisation is oniitt' il. The eapitalist reyime lia.s 
had its day, Imt thre itens to fiil under tin- stress of the fnlnre e.vpansion. I 
do not personallv think* that the co-operative oneuiisation would lx' an 
umpialilied success. It is. however, well woitli a trial and will have to be 
trted before the .Srxa.dist (irinciple could be attempted. 


Xl.ll. OTHRR rnXTII.RS. 


It is customary to discuss at one place the trade in analogous textiles 
of Jute and Silk. .\s jute however is mneli more im|)orl.uit on the export 
sid'-, it will lie more appropriate to lanerve its tu atrnent to the next chapter 
(lealine ui:ii the e\|xjrts of Indi:^ Silk, however, is much more important 
on the import sid'S and el rser akin to cotton in organisation as well as opera¬ 
tion. Wo m.iy aecorrlireefy discuss it^here.. We ar<.‘ nowadays a fairly 
considerable importiiea eour^i;* in silk liutb raw and m.imifacturcd as 
eifldeneed liy the lienres ejv. ii eisewliere, t In 1921-22, .silk-piece goods 
imported aggre'cated i,; million yard- lalinal at Rs. 2, erores, as against 2-2,1 
million y.niTs valir d at over Rupees 9 erore.e in tile lueceding year. The 
bulk of our supplies was derived from japan ( 122 lakhs ) and China ( loi 
lakhs The share of the V’nited Kingdom was only .) lakhs. As regards 
silk ;.^od'- mixed with other material-, they came principally from the 
United Kingdum. Fi.inee and Italy; anil were valued at “ry lakhs as against 
51 lakhs ill the preceding year. The im)^ort of raw silk was valued at 
lakhs of Ills of the value of 163 lakiis in I(j20-2r, and 16 lakhs of lbs worth 
132 lakhs in 1921-22, the chief supply being from China. ’ 



* Accoriling to Hir*nporifc Watt op. nit, the fir^f ‘ otfon mill in India waH started in 
1818, wliilo^thn hr.'*t of the r.oiiiiiJiy ^ericM name into *‘xif>t'‘nce in 18oI. In 1877, there 
were ol millF, with I.lM 1,20G •‘pindlet-and 10,:18.’5 noriHUmintj ah'ut 2,(17,000 halea 

of cotton and ernphl^r’ing 4.1,000 worker'^.*In 1922, llicrf* were 298 milla, witlj 7,331,219 
spiadlcH and 114,020 loom** employing 14It.721 men and cotif-uminp 203, 540 baJea of 
cotton. 


I^Sec auto table of principal imports, p. 123 et ieq. 
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As already noticed in the first two sections of the Introduction, the silk 
production of India, in the matter of raw material, being inadequate to meet 
the demands of the highly devclopad silk industry of k^ahomedan India, India 
has all through'history hoen an Importer of raw silk on a laTge scale; but also 
an exporter of finished goods,—a situation now entirely reversed, chiefly due 
to silkworm breeding and silk manufacture in Fmnce and Italy. Sericul¬ 
ture is not at all unknown in India; but its possibilities have been ignored, 
of late. The (lorsibilities of the silk industry have been recognised 
by authoritative investigators*. * But the industry has not been developed 
to the height pf the possibilities already invest^gated. Attempts have indeed 
l)een made to encourage sericulture by such institutions as central nurseries, 
rearing houses, enabling the whole of tire seCd cOcoons required to be 
supplied from a centi1»> place. But the scheme propounded in 1913 has not 
yet shown remarkable success. The impetus of the war seems to have 
been exhausted, since the export of silk yarn in 19^0-21 were only 785,438 
lbs as against 1,167,530 lbs in 1913-14. Silk |)iece goods exported were 
S! 2 . 432,974 y-irds in 1920-21 as against 27,338,272 yards in 1913-14. And 
silk mixed goods exports for the same years were respectively 1,913,448 
yards and 8,163,963 yards. The silk industry needs to be modernised 
much more effectively if the full 5)ossibilities of India in that behalf are to 
be realised. It has not*-quitc^suffered from the difficulties we have noticed 
in connection with the cotton industry. But yet the remarks in connection 
with that industry apply to the silk industry as regards its rehabilitation, 
The Indian Industrial Commission of 1916-18, in an Appendix (G) to their 
report,! considered that serious attempts should be made for the improve- 

* Bee Sir Ooorgt- WaU. op. t:i^, p. 

1 "There is MO vory wicumte fibafinbiBal iiifornifttioii ro^jartliut; yoriculture iu India 
except tliftb deduf'ible'frotn Mn- soa-ltornc trade returlis, and fiiiH musl l)e treated with 
caution* * ' From the early days of tho Fast India (-.'ompaiiy, silk was an iin|X)rtant 

article of trade. From 1770-1785 the e. port of lion^al silk avoraged 500,285 lbs, and it is 
probable this figure iwors ou!y reeled silk. Wbetsu'r tbo industry made fflv great pro- 
green in the niiiotwiith century or n^t deptmtls tipou tbis as Hie total figures usually 
quoted from the sea borne trade returns for the «‘xport of Indian raw silk include qot only 
reeled silk but or silk waste and silk cocoons. Tim exports reached their higbest 

levelin I860 to 1874 when tlie average annutd exports were 2,2011,000 lbs. of which not 
more than 000,000 were reele.l silk. Taking tlie ex|)ort figures for Musarn as a 
guide, the Indian production of Milk during the last :10 years has ranged between two mil- 
Uoik«and two and a half milHpn lbs. The exports of raw silk reached their maximdm in 
1906-07 when they averaged over 750,nOO Ibi, and they have fallen since to 82,700 lbs. 
in 191415 recovering in 1916-17 to 218,000”.—Appendix 0 to the report of the Indian 
Industrial Commission 1010-18. It gives us 3 main regions of silk production in India: 
Mysore, Hcngal and the Kashmir state,-the last working silk production as a state monopoly, 
and gaining a profit of 11 lak^is tl.erefrom. The export;* of raw silk in the latest yean are:- 
Pre-War average, lbs. 1,711,000 Taking our imt.ionaFprodu-'tiou at 2i million lbs. 

W’ar „ „ 1,017,000 at maximum, we are exjwrting about"'one-haU of 

1919*90 „ r,4ol,90tt it if not more. F.'wiUties to improve manufaetur- 

1930*21 „ 1,101,000 ing cstab.ishment:i must accordingly l>e hiiStcoed 

1931*22 . „ 1,151,000 in tl»e,»*Hme way as in cotton, with the goal to 

manufacture our own supply of raw material at least. It must be added, however, that we 
also import raw Milk, averaging 2S million lbs in pre war lim^s and nearly 2 million lbs iq 
yrar timos, wliile the latest figure puts the import of raw silk at 1,006,000 lbs. . ^ 



mcnt of sericulture iu India, as there was ample field for success. The 
lm|)erial Silk Specialist, Mr. Lefroy, appearing before the Commission, was of 
jpinion that large tracts of India were suitable for the extension of sericul¬ 
ture, and that nuich of the silk, both raw »n(i iu the form of manufactured 
”oods, now imported in India, miglu be produced in the country. Though Mr- 
Lefroy madoTio distincticjlr between sericulture and silk industry, the Com¬ 
mission felt inclined to do so, regairling sericulture essentially and 
exclusively a cottage industry which must end at the prqduction of cocoons. 
The subsequent preparation of silk for the market, the Commission thc'ught, 
should be undertaken on ajarge scale with modern machiiftiry; and the 
ex|x;ricncc o^the Cashmere Durbar they held to be jusljfyilig the ho|xr of 
stibstantial and imnyaliaW; su;i;ess.' Silk being obviously a luxury, the 
dimensions of a large-scale moderniseil silk industry ^iii.'not ^■qual those ol 
cotton or jute if our goal is modest enough to be r. .-trieted to supply our 
own market. IJiit even so, considering th.it the impoi ts of silk aggregates 
over 5 crorcs, eflbrts to i^evelo|> it to this point .it least-.ind without ulterior 
ambitions to capture foreign markets—can no longer be postponed. 

XLIIt IRON AND STEEL IMPORTS. 


Next in impoitance to cotton imports .ne those of iron and steel 
goods. In fact if we total up the imports-of m.ichincry, hardware, iron 
and steel goods properly so-called in the official list, .ind railway plant 
and machinery, the total would be'fai more consider.ible, as is shown by 
the following:— 


.Macltinery ;V,mill^ work Ks. ,;.t,g5,=,r,ouu 
Iron and Steel good ,, 'g 1,21,5,,58,000 
Railway plant iS: rollTng ,, i8,ql,o<i,ooo 

Hardware stock „ .5,91,150,000 


liy far the largest 
portion of these 
imports arc practi¬ 
cally unbalanced by 


Total 80, ai,.S5,ooo 

any (Corresponding industry in the country, ludi.i had .i considerable 
metallurgical skill in the past; but the innovations in machinery have 
rendered that skill useless, and practically the whwk' of our yearly 
increasing requirements have to be imported. The possibilities of an iron 
and steef industry on the modern scale have not been sufficiently investiga¬ 
ted thanfes chiefly to the tacit acceptance of the plea that the iron ore of 
India, such as it is already known to Ix', is so distribptad as to be im|)Ossi- 
ble of an economic exploitation owing to the, absence of fuel. + The 
Indian Igdustrial Commission of 1916-18 thus speaks of the ore resources 
of India as regards the principal metals 


* See /Te/^ori, ftviian Iiyhuh'ial 1910*18 pp. 380-384. 

I For ft brief hibtor^ of the to develop the froo iodiutry of ladU up. Wattn, 

op. cit. pp. 688 et seq. 




“ Iron ore is found in nuiny ['arts of tiie Indian continent, but the in- 
sliinces in which ore of [[ood ([Uidity exists in suitable [o’oximity to satis- 
factorji coal supplies are not very uuuioi'ous thou;!!* sufficiontinall)iro- 
hability to warrant liirf'C extensions of the existinj,' iron iwid steelworks. 
Ilich doi'osif of load acol zihc (fro exists in the Khan Stales* of Burma, but, 
althont'h llie mine is in aolivo oporation, no attoinpl lias hitherto beun made 
to Smelt the hitler metal in India. The dujqjer or»s of Shiligliljuin, a distticl 
of Chota N'agppr, liave as yet scarcely lajon oxpfiitod, altlioiioh a mine has 
been develo|ieil, anil smcltiiifr works have been erected and liavo already 
started operalioiAs. High grade rlirintuh’ is produced in largo ([uantitios in 
tfaluciiistan. Tho/sia.rdr dojiosils of India, lie* best, and largest of whicli 
aro femnd in the (hoilral Prmincos, were maijo known to the public by iho 
tieological.Survey some years ago, but have not yot lioeu used as*a source 
o\ alutinnlnni. ' .Umopiiowr ore is extracted in vei’y laree quai^ities in llni 
t.'entral I’rovinros, and to a less extent in tlhota* Na"Tur, Bombay, Mysore 
and Madras. ,V. present it is mainly exporled in a raw slatii to other 
countrie.s, allhoughtliu two existing iron and sleel cion|ianieH have, since 
the war, mamil'actured considerable cpiantilies of /Irro-wi/,«yn,e«e. 

South Burma is ono of the riehesi sources in the world of //oe/i/.H, ores, 
occurring in Iho form id' wolJrnMih', whicli has iiCiw Imcomr almost imlis- 
pensalilo to luochanioal rngineeriug as an iugredieut in "high-speeir' sleol. 
7V«. is also found there ami in otlior parts of l.ovvor Burma, and successful 
drodging oiiorations aim carried on in Tuvoy. tlr«s of n.d/mony arc found 
in Iho Shan slates, in'rcooasrrim and in .Mysore, Init iiime of llies,' has as 
yot hoen Kuocossfully exphiiteil. India also takes the first pho e amune tlie 
mica-producing countrios of tho world.”* 

With such metullii: rcsouicrs, it is a little surprising that tho Indian 
output of machinery of every kind is practically nil. Tlie Indian Fiscal 
Commission was aware of this weakness in the industrial programme it 
envisaged for tlie country when it recommt nded that machinery imports 
should not he taxed, either for protective or for revenue reasons.!' Tlie 
recent Indian enterinise in ii’on af.d steel industry, though it nourished 
awhile under the extraordinary and artilici.d •'stimulus of tho war, is now 
again in the slough of dejiression. The extensions in the Tata Iron and Steel 
works have no doubt laid ^he foimi'lations of a machine makiirg industry; 
hut it must he long, very long,,heforc India is ,d>lc to meet from her own 
resources the machinery rcipiiremei.ts of her newly developed or modeniised 
industries.! The Indian demand for some years to come must remain 
strong in the world markets for niachiiiory, since India cannot wait lor tho 
development of hdV other industries, like sugar retining or leather, until the 
steel industry is fully hrought up. Considering only Uu: two items Of mecha¬ 
nical devices for water-lifting from wells for irrigational improvement, and 
sugar mills on a sm;; 11 scale, tHe lndu.strial Commission of calculated 

* Paras fiS-Sli of the Report, Indian hubtslrial Commiiniiin. ' 

t Op. oit. jvara 109 '‘Por tbe development of iudusti-y in gcaerul the free im¬ 
port of machinery i- evidently desirable. ' On the oBier Inuid there are obviou-s advantagea 
in tho encouragement of tho maiuifacture of marhinery in Iinlia, But this encouragement 
ahould not, as a rub*, he given by import duties.”- 

t Tho Indian output of non is reluruid i.l t lia.ToO tons foi 1919 in the statiatica of 
India for ,'922 Vol. 1 only in one year liefore—19-2'g—■aaa the figure exceeded. Xlanganeae 
w« I* roturnod in tbe eame document at 637,296 tons and wolfram at 8677 tona Ctr‘l»19.. 
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n immediate aggregate machinery demand of India at 8 o crores.* And 
■ to that we add the machinery needs for the textile industries, mining 
nd metallurgy, ship-bhilding and road ■ traction, leather and “printing 
fades,t the total machinery demand for a Rill.industrial development of 
ndia could not be estimated at under 300 crores of rupees, t 

“ • . 

- __ • - -j 

* Op. para 88 and 80 of the Rciwrt. 


• 


t The foilowiof' in an analyaiH of tlie priuoiple articles of iin|V>rt%iQ 

this group;— 


t 

1920-21 

1921-23 • 

Machinery aad millwork — 


In thousands «f Rs. 

Metal workiiijf Machinery (including Machine toolHl 

1,54,77 

. 1,24,49 

Textilen, (^tton 


3,67,3P. 

7,64,18 

„ Jute • ^ 


:!,77,fi7 

4,32,16 

„ Other horta 

... 

‘3TM> 

86,66 

Prime-movers 



2,90,61 

Electrical 


2,18,86 

3,89,93 

Paper mill machinery 

... 

31,91 

33,88 

'Sewing and knitting machine and {tarts 

... 

68,06 

28,71 

Huilers ... •... 


1,58,74 

2,66,42 

Ten 


39,11 

26,86 

Mining 


29,76 

72,91 

Typewriters , ... 


38,33 

15,62 

Rice and lluur mil! machinery 


55,48 

64,23 

Sugar 


17,55 

88,46 

Other kinds ... ... ... 


/,09,37 

7,52,80 


« 

—...-- 


Total 

... 

22,37,57, 

34,25,61 

Metals - 

Iron and Steel — 

Shoets and plates— 

<iitUaniscd • 


3,04,11 

3,18,01 

Tinm-d ... * 

... 

3,42,26 

1,38,45 

Not galvaniHed or tiimetl ... 

... 

3,83,42 

1,66,52 

Ears and channel ( ste?l )... ... ^ 


4,72,03 

2,89,98 

„ „ ( iron ) ... ^ 


69,42 

49,47 

• Hearns, {tillars, girders, and hriHgework 


2,86,17 

1,63,28 

Pipes and fittings, cast 


1,04,91 

96,08 

Tubes, pipes, and fittings, \M-ought ... • 


3,06,96 

3,00,06 

Hoops Him litrips 


. 99,63 

68,66 

Angle and S|)ring 


98,46 

65,67 

Nails, rivets, and washers ... 

... 

88,68 

39,69 

Screws 

... 

24,23 

7,22 

J^oebowlh 

... 

8.07 

1,29 

Steel ( cast ) ... 


43,57 

23,18 

Other sorts 

... 

5 , 00,84 

4,06,93 

^ Total* 


*3,12,938 

21,13,38 

Railway plant and rolling slock — 

Carriages and wagons and parts 

• 

6,614,43 
4,33,^ 1 

8,89*98 

Locomotives ... 

... 

. 6,90,90 

Materials for constrt{ption-- 

s 

f 


Raik chairs, and dsh* 

plates of steel or iron Tons ... 

... 

1,29,08 

1,50,26 

Sleepers and keys of steel ^ • 


. 

. 

or iron ... ... 

... 

77,62 

92,03 

Sleepers of wood ^ ... •... 

... 

48 ,09 

. 23,31 

79,87 

Brid^work 

... 

23,01 

Oth« kbd ... * ••• 

ft. 


47,61 

86^01 




As all this machinery is impossible to be pjoduced within a limited 
period within the country itself, even granting we Ijave adequate skill and 
equipm^t as well as resources for it, the demand must be made good by 
imports. • * • 

XLIV. SUGAR IMPORTS. . . 

• • • 

The next ,itcm in importance of value in the Import schedule is that 
of Sugar. Tlie imports of sugar had fallen in 1920-21 to the fourth place in 
va^ue, but in the next following.year they once more took their third place 
as in iqi.t-iq, after cotton goods and machinery. India is the third largest 
importer of^sugar in the world, with the U. S. A. of America leading, and 
Great Britain 'following a good second. Su^ar is^thc onlyVrticle of food 
which has been, imported into India to any considerable extent, with the 
consequence that theindian producer has suffered from foreign competition, 
which has been artilicially supported by export bounties and cartel 
regulations. The sugar imports of India arc the more remarkable as she 
has “a larger acreage under this crop than any other country in the world”* 


(OoQbiiiuod from p. 146) 

Hardware-- « 


ImploinuntH and 


I.IS.IO 

73,70 

KampN nnd {mrbn 


SH,H2 

48,54 

Buildor’s Imrclwaro t... 


Ii7,l7 

32,65 

Agricultural implemeuls ♦ ... 


42,93 

26.38 

Knamcllcd ironware 


42,OS 

20,13 

Domestic hardware 


27,13 

11,89 

Other »ort« 

... 

6,21,19 

3.78,71 


Ti|tal 

' 9,0S,3S 

.•>91,00 

Ooal coke, and palrcnt fuel Toa» 

InnbruinontM, apparatun, and afiphanccd- 

30,37 

5,86,05 


Klecbrical ... i 

... 

4,18.39 

4,06,34 

Mu.'^ioal 


37,25 

17,84 

Sciontitic lOid philosophical ... 


43,90 

34,53 

Photographic 


29,60 

25,97 

Other kinds ... ... * 

t 


62,07 
’ 1' 

30,12 

r 

Total 

5,S1,U 

5,14,80 

X For a fully equipped industrialism in India Mie inaohinery needs may be estimated 

as follows: — 




Agriculture: 

Rs. lun 

orores 


Mining; & metallurgy 

‘25 

„ 


lUil^ays 

„ ‘2.> 

» 


«• Other'IVainport 

‘25 



Ship -building 

., 00 

»« 


, Textiles 

26 

„ 


Leather * ... 

., to 



f*apor ' ... 

>. 6 

»» 


Oil. ... . ‘ 




Printing ... 

.. Ill 



MiacelliQcouH 

„ 21) 

n * 



Total ... 300 



* op. Vyrnmimon 

para 60. The area under sugar cultivation in 

10i3l'-22 was 23,05,odo acres os against 

26,76,000 acrtiw 

in 1920-31. 

The output of 

sugar wtf 26,91),000 tone in the last year and 25,22,000 tOLJ in the preceding year. 
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"The obstacles in the way of increasing local production lie mainly 
in the poor type of cane and the inferior onltnral methods in tlie principal 
cane areas; x x x yid in the very small holdings on which cane is grown, 
with the coiyiequeut impossihlity of securing regnlnr supply r(>(jnisito 
for a modern central factory." ’ • • • 

Of the tofal ^igar cojsumcd in India only a fourth is, roughly speak¬ 
ing, imported, the remainder lx;ing grown w'ithin the couitry. If Indian 
sugar is to supply the whole of the Indian market, the expansion needed 
is only at most a fourth of the present production. Am! since, accordijig 
to the Industrial Commissioe, a third of the home grown sugar is wasted 
owing to the,inefficiency of the primitive methods of production, the 
expansion necessary will in po wa^ encroach upon the area under a cultiva¬ 
tion for their requirements; but will be almost entirel^>lipi>lied by impro¬ 
vements in the cano-crushing and sugar reiining industry. This does not 
indeed, imply that in our view there is no room or need for agricultural 
improvements in regard ^to the production of sugar-cane, t In a special 
appendix (C) to their report, the Indian Industrial Commission considered 
the chief difficulties in the way of the necessary expansion of the local 
sugar industry to be (i^the smallness of holdings that prevented sufficient 
cane to be grown to keep a modern cane-crushing and refining establish¬ 
ment regularly and profitably occupied; (2) the defective irrigation system 
which effectually limits the supply of cane; ailtl (j) the ahsi.nce of adcriua- 
tcly equipped sugar factories to make the iinislicd product of as good a 
quality as now caters the world market. The two first are |)urely agricul¬ 
tural difficulties; and may he remedied by an extension of the system of 
co-ojicrative* holdings’, which is* yet not understood or recognised by the 
revenue authorities inindia. , And if this slight change cannot be condoned 
by the Land Revenue authorities, thc»iecoifimcndation of the Industrial 
Copimission : •• * 


* op. cit)?loc. cit above, 
t SftyH fcho IwJfLstrinl 

id well known that in many caHou the yield jwr acre of ]n<lian cro]>.s in very much 
lower Ilian that obtained in other tiouutrieH. The average weight of Mtiipjied <;ane per iv'ni in 
the priiii'ipal sugar-producing tractn of India in only ten tons against forty tons in davn. 
In India 98 pounds of ginned cotton are olitaincd per acre; in the I-ntt^d Stated nearly 20(1 
(xnuucii and in Kgyjit. 450 {lounds. The average yield of rice- per a'Tc* is only ab^ut 
lialf of what it is in Ja[)au. India cannot howt^er claim to* set off against the lower 
yield a greitter economy in the use of her available? labour.” Op. t it, para 85. Against this 
we might note the oiihervntion of the /rWt'in (1921) t hat tin* average 

produ<ttion of sugar to the acre in India is 1.07 tons against 1.90 tons ^ (fubn, 4.12 tons in Java 
and 4.81 tons in Hawaii. The < omparison is even less fjiv<|iraide to India if ft is remeniljered 
that 99 p. c. of the sugar j^oduaed in India is in tlie form of (^ir which is In n-ality a sweit- 
meat and yields not more than 5(( jkt cent, of relined sugar, while the eanc sugar from otlier 
countries yields on the average 90 p. c, tlie residue m car;h casg consisting of molasses and 
waste, . • • 

♦ The Director of Agriculture in Bombay luw recently propoaed^a %o ojicratlve hold¬ 
ing of some 800 acres tfio success of which ex|>erimcnt would be tutc{U^ioned, if the reve* 
pue authorities could be induced to forego their moth-eaten methods of oliStruction. 

•% 



“ The real remedy is obviously to introduce power-omshing plant of 
sizes suitable to the cane area available and to tlie purchasing power and 
technical skill of the people.”* ^ • 

« 

will have perforce to be aceep'ted. So long as India ha^ no ambition be¬ 
yond supplying her own markets by her own products, po ^esire to create 
international complications by seeking to develop an export trade, there 
need not be ahy great apprehension that the above remedy would not 
suffice. Improvements in methods of production stopping short of the 
large-scale factory with up-lo-date equipment would quite suffice to increase 
our production of sugar just to the level of supplying our own market. It 
would still, 'indeed, leave a great waste; it would needlessly cripple the 
development of industrialism in India. Ilut in'view of the other economic 
considerations, ffe/Jiaps it would be as well to be content with a modest 
programme, t 

XLV. OILS. 


We need not notice at any great length the item of grain, pulse, and 
flour, which, though amounting in 1921-22 to Rs. 9,35 lakhs, is somewhat 
exceptional. Wheat alone accounted for Ks. 9,13 lakhs. Though the main 
heading of Food, Drink and Tobacco in the Import summary amounted to 
Rs. 50,62,93,000 in n^ii-22^ it averaged 2i'84 crorcs in pre-war times, and 
26‘39 crores in the war times, without allowing for an increase in prices. 
Since the war, this item is no doubt growing; but the bulk of the growth is 
taken up by sugar as is shown by the marginal table. In the matter of food 

Imported Articles of Food, Drink and Ttbacco, kinds, India 

( In thousands of rupees ) is not only a self support¬ 
ing country, but is a very 
considerable exporter, 
though at some pinching 
of the standard to herself. 
The item df licpiors and 
provisions, which ac¬ 
counts for over * Rs. 6 
crores worth of imports, 
and constitutes a very 


I9l9-*il0 

1920-21 

l921-'22 

”2,99,27 

18,5(1.30 

‘27,.50,28 

3,08,91 

.5,00 

9,35,59 

2,90,77 

■ 1,21,17 

7,203,3 

0,90,91 

3,00,90 • 

2,70,30 

2,20,53 

1.91,08 

1,92 ,.59 

2,32,25 

2,4.l,0-l, 

1,09,09 

LHoioo 

1,07,82 

1,08,0(1 

2,01,87 

2,95,91 

1,65,00 

.53,7.5 

•10,21 

55,40 

19,02 

20,59 

18,77 


Sugar . 

drain, pulse & flour... 

Liipiors . 

Provisions <k Stori's... 

Spices 

Other food & Drink... 

Fruits h Vegetaldo.'i 
Tohuooo 

Tea . 

Fish .' ... 

port trade, is the result of the pfcculiar tastes of our non-Indian population. 


* Appendix O. pvn 14 Indian Imiwtrial Comnuitim. 

t The fiscal jiolii y r! the country would be »«import.ant in this ns in the ense of 
other industries. But the Government of India have of late been trentipg sugar aa a 
luxury article and accordingly taxing it at a rate which may fairly approach the protec¬ 
tive level. The. modernified factories* of U. P. have not appreciably benefited from this 
duty probably owing to the difficulties already 'enumerated. The suggestion of the Indian 
Sugar Commitliv' pf 1019-21 for a KeeearoK Board has not yet been taken up by Govern¬ 
ment; while the recommendations of that Oommittee have gonp more on the lines of improv 
ng ;the industrial rather than the agricultural side of the problem. ^ 




which prefers preserves to fresh goods. It is probable that there is 
considerable room for the development of a tinned food industry in India; 
ubt it is probjematicJil if the exi-guous tastes of ourforeign "residents 
would permit them to patronise the indijertbus produce. • The item is, 
indeed, considerable enough to demand a trial; but the knowledge as 
well as the incentive in thii regard seem to be lacking at least among the 
Indian entrepreneurs. It may be questioned, therefore,* if any kind of 
state aid, short of direct state o|X'ration of the industrieji concerned, would 
help to provide supplies of these materials within India. The Industrial 
Commission did, indeed, wrfte, as regards the possibilities of fishing in 
Indian water*— • 

• • • 

Striking oviilenco wus also placed before us regaling t.ho immense 
future which awaits a more active development, of liftuivu fisherioH. It has 
lieen abundantly demunKtratod liy the few invest igalit»us thiit have boon 
hitherto conducted in Madras and Hongal, into the possibilities of deep sea- 
Hsliories, by trawling, netting or lino-fisliiiig tlnit a very large supply of food 
can be obtained frum*thiH source, xxxxxxxxx 
The Maflras Fislieries Depiirtnnmt has shown tliat much can bo done to 
improve the methods of sea-tishermen in drying fish and preparing fish oil 
and tish manure, As^ri result of ils <*-\ertions, some *J50 small iisli-oil facto* 
rioH have been estaiilislied along tlie cumsI, mainly by the ti.shermen tliorn- 
selves; and .still further iinprovoinents in t he lu eparalion of the oil have 
heeu workoil out by Sir F. Nicholson, the honiUiiry*Director. Tlio pOHsibi* 
lity of j>roparing tinned and cured tisli of higli quality lias been amply 
demonstrated (ui a commercial scale, xxxxxxxx The 
capture, preservation and transport of deep-.sea hsli refpiiro iiiveRtigation 
and demonstration on a commercial scahv An organisation for the mar¬ 
keting of the ilsh .will also liavo to be ]n-ovi(led. Owing to the present 
uncertainty of the results anft tlu* various diiliitulties interjiused hy the 
Htrorg position ef the middlemen, the al*scnce of refrigerating storage and 
otlier causes, tlnu'e 5i*e i.iany ol)slaolojvl<» i>v»rcumo, and private enterprise 
is not likely to enter this iield.^unlil (lovernment has fully shown tlie poHsi- 
bilitie.s of the industry and e.xjiert om])loyce> aro avui]al)le." * 

But the ^port of oils, whetber mineral or vegetable, cannot be dis¬ 
missed quite so lightly. The following tablc^ gives an analysis of the oils 
imported into this country from abroad. 


(Ooiitiaued trom p. f4K.) 

Ab regards the pro.spoots of non<Ane sugar in Indifv, tiie Sugar Committee are not 
ticpeful of any exten-'iioD of the jMklmyra sugar industry is hanibcapped in South India 

by shortage of tappers and in Upper Burma by shortage of fuel. Vlriey consider that there 
are great [tossibilitieH o^improving the yield and (juality of 4he gur made from tho juice of 
the date p^Im in Hasteru Bengal and recommend that the investigations already carried 
out on this question should ho prosecuted to a conclusion, before any attcrriftt is made to 
dex'olop other date f»alm areas. It is only in the North WAt B'rontiff Province and the 
Punjab tliat beet sugar offers any pro8|)ects and there further experiment is necessary under 
more diversified agricultural conditions arid closer chemical su[>ervyiio«. The Pesliawar 
Valley seems to offer a unique opportunity for a combined cane and sugar factory. 

• /adtan Indtirtriai CoTmtisnon paras 69-70. • 



( Figures are in thousands of rnpe^es ) 


• 

Imports, 

Average 

Piv-War. 

Average 

Wair-time. 

• 

1919-20 

1920-21 

• 

1921-22 

Oils; Minorid, 

Korosene . 

‘2,71,10 

2,37,.W 

l 0,C2,3i 

4';30,73 

3,46,19 

Others ..i 

1,00,87 

1,04,73 

2,64,14 

4,03,36 

3,87,7.’) 

Animal . 

8,42 

8,40 

1,34 

83 

1,19 

Vogetiiblo ... “ ... 

10,00 

8,37 

8,60 

24,76 

14,92 

l!l%sontial . 

* 4,43 

4,80 

« 

7,28 

10,72 

.. 

6,09 


Tlie total area under 4 principal kinds of oil-seeds viz. iLinsced, rape 
and mustard, sesac^m and groundnut, is returned, for 1921-22, at 15,700,000 
acres in India giving a'total seed yield of 3,015,000 tons for the same year. 
The.se do not include copra and castor seed and also cotton seed, the oil 
from which is by no means an insignificant quantity. The seeds exported 
totalled about 735000 tons valued at Rs. 17,40,69,060 in 1921-22, while the 
pre-war export averaged Rs.'24,36,97,ooo, the war export Rs. 12,17,42,000, and 
the maximum post-war figure was Rs. 26,26,90,000. The Indian Fiscal 
Commission ( Majority Report) has conceded the practically monopolistic 
nature of some of these^ seeds produced in India.* 

“It would perhaps he more correct to say that no monopoly Is a'Dsolute, 
hut that all are dependent on certain conditions, thougli in some cases the 
probability of those conditions ceasing to exist is remote. Various stages 
of mono|)olistic strength may bo indicated. At the lowest stage would come 
monopolies which are hardly more than,,nominal, commoditie.s for which 
ibvious substitutes exist or alternative sources of supply could easily bo 
levolopod. Of such a nature are many of the oil-iyiods of India which are 
lometimes loosely iloscribbd as» ci.mstil.uting a luonojioly. For instance 
jaslor seed, though exporteil solely troar,India, could, it is believed, be 
grown without dilliculty in other parts of the world. Orjund-nut again, 
of which India produces nearly one-half of the world’s exports, is a crop 
the production of whiph could easily be stimulated to a large extent else¬ 
where.’’ 

On the strength of this reasoning the Commission was indnted to 
negative the idea of an cx|X)rt duty on oil-seeds, as they feared it woqld be 
more difficult to build up an export trtide in oil. t Without, however, stopp¬ 
ing to discuss this somewhat crude reasoning,—which seems to hold the 
trade in less bulky finished product more difficult to develop than that in 
the bulky raw material, simply because the latter already exists,—we may 
yet observe that, C9u),d India succeed in working up her own material to 
the stage of finished prod'icts the oil-seeds, with jute, and possibly hides, 
would supply one among the few examples in whic'h it would be j-easonable 
for her to aim at a shase in the vvprld’s export trade, after supplying her 
own markets. India to-day does not quite supply her own requirements as 

* Para 174 oi the Hept)rt of the [ndiao Fiscal Commiseiou. 

t para 1U4 of the Report. > 









the figures quoted above suggest. But if she has a practical existing mono* 
poly of the material in question, it is difficult to see what possible objection 
there can be on the grdund of principle or practice against our Seeking to 
develop that trade to the utmost possibility. ‘By seeking » slice of the 
world's export trade in this direction we shall in no way fall against any 
legitimate interests of othtfr exporters of the finished goods, as the latter 
have been supplying their customers from the raw materiaf of India. The 
development of a corresponding industry in India is regarded by factors 
analogous to those already noted in connectioft with the building up of*the 
sugar refining industry. Thtj smallness of holding prevents regular, relialde 
supplies in kvge quantities which alone can keep a mqdci'n oil factory 
going; and hence the persistence^ of the, antiipiated, uneconomic methods 
of oil-extraction still in vogue in India; hence the expofl^f a large portion 
of the raw material, and the continuance of imiiorts. Says the Industrial 
Commission:— 

“A very large in-fiperlioii uf tlie produce is exjiorled; iiuieli of llie 
balaiieo is crashed either liy small ]iower plants or in eipoidry ladlock-millB, 
the latter of whicli are very iaelliciont in oil extractiini. 'J'lio few mills of 
more modern tyi'e Wave found gr'eat dilVieulty in markel ing their cake 
locallv. X X X X X liittle has heim done Idlherto hy the over- 
hardened agrienltnral <lepartmenl to improve I he loca l ty|ies of oil-produc¬ 
ing ]>lants or io investigate the condition.s under \»hich the oil is formeil in 
the seed.s. The methoils of oil extraction havlt heen equally neglected. X X 
XXX We recognise that the success of large-scale mdls proiliicing 
oils for export depends not only on the skill with widch they are worked and 
on improvements yet to he effected in the means of transpoi-t, x X X X 
hut on un oven n^ore imiiortant factor—the Tariff policy which may lie 
pursued in India and elsewhoAp."* 

Nothing has yet •bec.t done to remedy the defects, or exploit the 
[x;culiarities noticed above to khij best a 5 vantagc of India; and the improve¬ 
ment of oil industry, with or without a view to capturing the world’s export 
trade in oils, still awaits—more favourabW conditions of industrial develop¬ 
ment. • 

• 

B;sidc.s the vegetable oil, India also imports a considerable amount of 
mineral oil—kero.sene as well as others. Her own resources of mineral oil 
arc not quite insignificant. Two distinct areas,—one on the East compris¬ 
ing Assam, Burma and the islands off the Arakan Coast, aftd the other on 
the Wcst'including Baluchistan and the Punjab,—edntain oil-bearing strlta 
whose full possibilities have yet to be worked. The Burman oil-fields alone 
can be said to be fully developed; and their co/hmercial ^ exploitation on a 
large scale only dates from about 1886, when Bprma was annexed to form 
part of British India Jindthc oil industry secured for the British exploiters. 
Starting with an output of about 5 million gallons at^the beginning of this 
century, the totai petroleum output of Indii in 1920 was 253,116,834 and 
305,683,227 gallons in 1921 valued at Ks. 7.95>46,326 an^ J?s. 8,40,59,627 

* Para 62 oi the Reiiort* 



respectively. Of these Assam contributed about 13 million in 1920 and 
9i million gallons in 1921, while the Punjab contributed only between 50 
and 60 thousand gallons. As the rest came all from Burma, wc may reason¬ 
ably conclude that the j)ctr«lctrm production in India ne^s to be very 
largely developed still.* 

k d t 

Of the essential oils, sandal-wood oil is by' far the most important 
commercial product of India, It h.as l)ecn made a commercial success on 
a large scale by a 'monopolist State factory at Mysore. Other essential 
oils,‘ including palmarosa, Icmongrass and Vetiver or kluis-khiis, arc also 
producible injndia; but their e.xtraction does not seem to lx; worked on a 
large commercial scale. \ 

COAL, COKE & PATENT FUEL. 

Though India imported over 5 crorcs worth of these articles, her own 
production was l7‘o82 million tons in 1920 and iSiiycj million tons in 1921. 
Most of the coal used for indu.strial purposes is that derived from the Bengal 
coal-fields. Though the coal mines of Central India arc being brought into 
line with the Bengal mines, the fact remains that ’India, though capable, 
docs not produce all her own coal rc(]nirements. One of the explanation 
for the shortage of the Indian coal output is the shortage of railway wag¬ 
gons and the heaviness of the railway freight charge from the principal 
coal-mining areas to the chief industrial centres. The result has been that, 
despite her own resources, India has in recent years been obliged to import 
English and Natal coal for the Bombay and Ahmcdal,iad mills. But even 
if the temporary dillicnlty of waggon short.lgc is removed and the suicidal 
policy of railway rating revised to be more in l^nc jvith the reciuircmcnts 
of Indian industry, it may be (picstibned, according to our present informa¬ 
tion, whether India would be tiblc to supply iTer coal needs from her own 
resources. It is possible, indeed,^that with the full development of the 
Central Provinces mincs.and other resourees, the coal output ef India may 
be raised to 25 million tons fer annum. But with the incrctising demands of 
modern industry and transport it is 0|x;n to question if Indian \)utput 
would equal Indian demands. The deficit of coal, and the consijqucnt 
shortage in stcaip-powcr, may or may not be made good by the develop¬ 
ment of hydro-elhctric power. The Industrial Commission, however, seems 
to be confident of securing an" clficient alternative source of pbwer from 
the fuller development of hydro-electricity; and to this end they recommend 
exhaustive hydrographic surveys. 

t Says the /ik/mn Mnitinal Comtmsmn ’ * 

"There no {wwibility of estimating the pros^pects of oil production* uid it would 
therefore he uiivse to rdly on this «kOrm of fuel to make up for the depletioa of our coal 
supplies. The serious economic value of the o*tU>eartng areas in Baiuchistiao aod the 
t^injah is ^ill (ar^from being established m a commercial proposition; the oil field of 
north-east Assam has shown very slow expansion, and the value of*the new field at Badarpur 
in central Assam has ydi to be demonstrate” (lara 96. • 
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“]ii view of tlio increased possibilities of water-jKiwcr duo io the recent 
advances in the elcctro-clicmioal and elcctro-inetellurgioal technology, these 
ai'e now likely to projm e results of practical importance. 1/arge amounts of 
water-power ere in eonimeri'ial use in otiytr part.s of the world for the 
inanufaeture oi iron, steel, alloys, aluminium, Calcium carhidfe and various 
nitrogen compounds. As wo have elsewhere pointed out, it is imporalive 
mat some, it not^all, of ijw'se industries sliould be established in India; and 
in order that tliey may be successfully worked on a cignmercial basis, 
the operations will have to be oil a very large scale. In the.sc industries 
the working cost is mainly made up of two item.s: tin' interest on the 
capital outlay, and the cost of ]iower eoiisumeiC They are e.si-entially jiower 
industries, which eaii only ,be curried on where very large imiouiits of 
power can be obtained at rales below those usual in industrial gentres ”* 


A detailed study bf tRc IiiT]iorts of India drives Ik^c llic conclusion 
that though the possibilities of (iroduction in India Imft^ot yet been fully 
explored, and that immense increases of domestic .su[iplies are piossiblc 
in many of the articles we are now importing, the ideal of complete self 
sufficiency in all matters »s impossible to realise and un|irofitable to insist 
upon oven for such a continent as India. It is possible, indeed, that under 
a temporary extraordina^- emergency, like that caused liy the last world 
war, a proper develoiiment of the resources of India might, with some 
•difficulty, help to supply llie home market by indigenous produce. And it 
is accordingly advisable, if not imperative, iy tiu* interests of national 
security though not national elficicncy, tliat local industries he devclojied 
wherever there are possibilities for such develojiment. After analysing 
the expiorts of India in the next chapter, we shall consider the means, as 
well as the evils and advantage's, of such an industrial development as 
would satisfy the modest, legitimate ambition of seeking, either, to work 
up the whole of our ewn r.aw material, or, to suiiply the whole of our 
own market. Here we must jio^te that, at least for the present and in the 
imntediatc future, there is no possibility of om being able to cut off entirely 
some of out imports. It is possible, ;md even desirable, that efforts may 
lie made so tofiromote our home iiidustry as to render iiltogcther unneces¬ 
sary the imports of foreign sugar or cotton gdbds within say the next five 
years. !' But, on the otlier hand no amount of efforts would help to render 
us indu()cudeiit of foreign su|iplics in the matter of machinery, hardware, 
steel and iron goods, railway |)lant and rolling stock. \W^do not suggest 
that, becai'se of this, no ellorts should be made,, by fiscal aid or othej 
means, to develop these industries within the country itself. W’c only imply 
that their fullest development would not, jiulging from our [xesent 
knowledge of the conditions affecting their production, Itiaky us entirely 

* , _ _ _ 

* Op. cifc. parn 90. 

t I luivc giveiJ the period of /iVc l>eoftui»e if, would take at leant two >’earH to 

build a mill or a first rate sugar factory ayd bring •t into worlting ordw; and another 
couple of yenra to inak*e the new venture find its legs. If new cou en.s in industries com* 
manding such obvioun advantages an those of* cotton and sugar, cannot bt commercially 
successful within 6 years at mott—of course with the present difticulties in their way 
obviat<ed—they would not dwierveto be protected or encouraged in any way. * 
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dispense with foreign imports of these indispensablcs of modern industrial 
life. The same may even be said of coal or fue^ of all sorts, though the 
possibilTty of obtaining power alcohol from maRy a vegetable substance, 
which, like .the prickly pcaf, * now runs to waste, or the economic supply 
of clcctric:il energy by the better utilisation of our water resources in the 
rivers as well as on the coast, may make the (jiV'stion ot forfign coal s'upply 
of relatively setond rate importance. Of the other groat articles of import, 
oils may not only be produced at home in quantities sufficient to meet the 
11*100 demand, but may ev#n suffice to get us a share of the foreign market, 
if only adequately active exertions were manic to develop the oil-extracting 
industry, vvbi(ili must, in its turn, he suitably protec^d. Chemicals 
and ilrugs in so far as they are articles of^ieccisarins, though now imported, 
must lx; devcliJfN*i within the country at any cost, as also the scientiiic 
and mechanical instruments, the imports whereof being proportionally 
curtailed. 

On the whole, then, wc fmd some imports to be as indispensable as 
they are to be unlikely to be produced in the requisite quantities at home 
within a near future. These must accordingl)* be treated so as not to be 
utterly cut off, nor be made unduly costly. Others, again, are not only 
dispensable, but theij continuance in the schedule of imports may be consi¬ 
dered as so much menatc to the legitimate and necessary development of 
the Home industry. They must, ihcrefore, be treated so as to render 
their incursion upon the local market as difficult and unprofitable as may 
stx'.m to be (iracticablc. Finally there an: a few commodities which are 
producible in the country in such alwndance that the fact'of any foreign 
import in those lines ap|)ears to be a positive disgrace, a standing denuncia¬ 
tion and accusation of a tri*atmci*t of local resources, which no Government, 
with any pretensions to being symptitiictic, would expose itself^ to. 
This subject, however, will be more fully discussed in the section relating 
to the Tariffs in India. * 


* 'J’lio liidiftii liiduftriftl did ineotioji the possibility of Sl>taining jxjwcr 

uhxihol from ‘•ulfstftuocs, a 4 id reoonunended research for that purpose. 

St'o jvira. Ud of fhc Report. l» November a joint ^bix'k confpaDy was rcjnstcrcd in 

the (^oion of South Afrii^a with a view to obiftin [wwor alcohol from prickly [jear, cjtperi* 
mciit!« having proved *that alcohol is an excellent dul>>slilutc for petrol in dri^iug a Ford car 
nud other engines. 




Chapter FV.* 

Following is a list of the principal articles of Exports. 

XLVII. PRINCIPAL EXPORTS. 


( in thmsanda of ) 


Exports. 

• 

Pro- war 

War 

T-;- 

lyio-co 

1920-21 

l!)21-22 

average. 

• 

averaL’‘e. 

'' 




Cotton, raw . 

• 

d.'ltid.l!' 

.')8,t!.'i,24 

ll*(i2,88 

.53,in!.83 

„ manufactures ... 

ll,t0..o;i 

11.72,71 

27,11,:!:! 

18.27,13 

1.5,(i.5.()7 

Jute, ruw 


12,S..2^ 

24.):!),!).7 

l(:,:-i(:,i '1 

ll,0l;)2 

„ miuinfacturcs ... 

20,dt,j7 


7)0,01,7)4 

•■'2,9:),ic, 

:io,:io,.)7 

rirain, pulse iind flour. 

•t.'i.Sl.ll 

il7.4l.SO 

17), 14,7)7 

2.'i,ci.yi 

29,98.98 

Tea .• 


!7..'.1..‘.7 

2U .">(!,oO 

12.14.98 

18.22,02 

Seeds ... . 


. 12.17,12 

2(!,2(i,!)0 

ic,8:i,t8 

17,-to,(19 

Lac . 

f'.'-U.l.') 

2,.')7,u»; 

t 

^,■>8.2): 

7,!)1,.)S 

Hide.s and Skins, raw . 

Itf.dl.do 

;).8s,21 

2;!.io,t:2 

5,21,81 

5,98,14 

Leatlior 


7,li).21 

12,71,18 

3,29,5:! 

1,03,37 

Wool, raw 


K.Sfi.dl 

1,01,27 

2,25,7v 

2.51.1C 

„ manufactures ... 


22,21 

f:7,:)8 

81,12 


Oils 

'.11.1 HI 

1,87,22 

(i. 18 Co 

3,18,117 

2,84.;14 

Opium ... 

<.),!)(;,17 

2,17,;lo 

i,!)(;,o;i 

2,52 )il 

‘J,07),1'J 
l.b\17> 

Motuls... 


82.;)." 

1,01.1)0 

I,78,7C 

Ores 

I.M.Sd 

i,8;i,(!;! 

1..-.0.37 

2,1(!,2!' 

1,70,21 

Coffeif ... 

l,;i7,:>‘. 

1,18,01) 

1,71,:!!' 

1,12,9/ 

1,39,08 

l)yeiu|r and tamiin^ 
sutstanccd ... 


2,11,07 

iVk'.of 

1,05,!)5 


Oilcako, wax, manures 
and fodder ... 

d,:iO,‘J(: 

2,87,(1!) 

7),iI7,7ib 

1,71,(9 

•1,1)5,44 

Spices, fruits and vo- 
getaliles and tisli ... 

1,71,1;) 

2,03,21 

■j,7o,4:- 

I,',)!),);-- 

2,23,:)1 

Provisions, i.>lniccu, 

raw rul)l)t‘r and coir 

2,01,Ul 

• 

1,27,07 

4,0t,l8 

3,11,71 

Wood and limlicr 

. 1,00.12 

71,:(1 

1.4.1,08 

1.2(1,51 

()3.7S 

Silk raw 

■ds.ui 

22,7.8 

• 

33,7( 


„ manufactures .. 

7.0;* 

• ">,^7 

ri,c2 

.5,17 


All fftiier articles 
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Summarised, the following ten items re|ircsetit the hulk of our export trade. 
( Fif-nirc* in ilioUKiimls ul Ru|H'os. ) 


• Artii-lcrt. 

l‘i’ 0 -w:ir. 

Averagi*. 

War 

Average. 

1921 22 

• 

Tnlal 

t>. c. 

(lotion : ravi^and iiuinufaetures .. 

14,(18,:itt| 4.5.3.5,!*0 

(i9,);l.!)( 

28f 

Jute „ . „ 

■42,15,11 

.5.8,12,(it 

14.04,1!) 

17,7 

drain, pulse and Hour 

45,si, 11 

37,11,80 

■-'!^0S,0h 

. 12 

Tea. 

13,06,78 

C,51,.57 

. J8,22,(,)2 


Seeds and oils 

25 28,87 

1J,04,(;i 

20,2.>,03 

8 1' 

Lac ... ... ... • ...• 

2,20,15 

2,.57*06 

7,91,.5,-. 

0.2. 

Hides, skinsf leather 

14,(11,18 

1 1 ,0 /,4*) 

1(1,01,51 

■1 

Wool: raw and mannfncturcH 

2,91,39. 

1,11,8k 

3,25,7.- 

1.1, 

Opium «... ... 

. 9,96,17; 2,17,35 

2.it..42 

9.1.. 

Metals and Ores ... . 

J,69,04 

2,72,01 

3,5^,2!) 

I i'/ 

Totad ... 

202,71,16 

201,4.5,26 

209,02,(H,i 

90 

k 
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XLVIlt. FOOD STUFFS,* 

These articles between them account for over or ‘Ih of the Export 
trade of'India in 1921-22, and nearly in the pre-*ar perjod. There have 
been slight wiriations aiici flftctuations during the interval, but on the 
whole the export trade of India may safely be said to consist chiefly of food 
stuffs and raw material, and, in a very minor pi\)portion, of articles partly 
or wholly manisfacturcd. In the period before the war the food stuffs, in¬ 
cluding grain, pulse, flour, tea, coffee, edible spices &c. accounted for Rs.Gi.ii 
crpres worth of exports; wMle in 1921-22, the latest year for which figures 
are available, theses cxjjorts aggregated Rs, 50*60 crores in value. Of these 
the export tfadp in Tea is practically of recent origin—not rfnore than 50 
years at most. The British Isles are India's prinoipal customer for tea; 
while they have■A^nsiderable alternative source of supply in Ceylon and 
China. The Tea market may be considered to be fairly elastic, in so far 
at least as there is an alternative of supply to the principal consumer, and 
the possibility of extension of the demand owing to the spread of the 
temperance habit as far as the producers are concerned. The Indian 
Tea is thus by no means a monopolised supply from India, and, though, 
it may obtain some adventitious advantage fn the British market on 
grounds of imircrial sentiment, + that sui>port could hardly be relied 
upon to justify indi/ference to the production of tea. [ In India there 
is very little demand for tA, the production of which thus represents a 
natural surplus appropriately forming part of the export trade of the coun¬ 
try. The production of tea has increased from I5h‘j75 million lbs. on an 
average Iretwocn 1895-6 .and 1899-1900 to the maximum of 383-459 million 
lbs in 1918-ig and falling to 274-263 millfcn ’bs in T921 § the exports for 
the last mentioned year arc given at 313-878 million lbs., the balance 
over production being prob.fhly obtained from the inevioiis year’s surplus !jl 

* Tlio Indtiin HolicduleH of irnportH aud c’cport.s ola.«Hify fcofwxo .‘<eparafcely. *iodia 
iin(»rt.ed tolmooo in tlie form of oigara t-fiiclly, to tlto tuno of Its. 71 faklia in the pre-vrar 
period and Rs. Ifi.o lakhs in lll‘21-‘2‘2, Miilo she ex|K»rted ad ltl lakhs and 73 '-ft lakhs reapeo* 
tively, the exports being (diitily in the form of unmanufactured article. 

t The strength of this scnliim-nt may he measured from the following: — 

Tea Exports. ■ 

(In millioo lbs.) C'liineso exitorla have fallen to less than .1 while Indian exports 

18118-7 1921-22. hove risen by 110 p. 0 . and Ceylonese by 47 p. c. - 

Indian lf>0'42 317-58 

Ceylon 110-09 > ' 181-81 

, China 210- 1 67-.n , 

+ The Indian ten production is in the peculiarly unenviable {josition ol an indigenous 
industry being almost entirely in the hands of alien exploiters with non—Indian sympa¬ 
thies. Indian public opinion proper is thorefore seldom whole henrtedly in support of that 
industry; and the indifftrenco is the greater because the treatment meted out to the labourers 
in the Tea-gardens by the Ki-rnphan or half-breed tea-plantejrs in .India has been so scandalous 
that the planter community baa come to bo regarded with feelings of tleep avqprion. It may 
be merely an accident of eeonomit; organisation; but it is bound to be a factor of grave 
national uneasipess whet) the economic policy for the country as a whole eomee to be 
conaidered, if the relations between the planters and their coolies remain unaltered. 

5 op. the IHimates of area and yioldt of the principal crops in India, 1921-22. 
document No. 1736 of (he Commercial Intelligence Department, Government of India 1923. 

$ op. Table. 7th annual Review of the Trade of Udia in 1921-22 No. 1752 ol the 
Oomm'eroial Intelligence Department. ' ^ 





While in 1920-ai the tea trade had slumped heavily, owing as much to the 
accumulation of stocks as to the exchange debacle and the absence of the 
Russian demand, in thanext following year, the trade recovered owing to a 
reduction of outpit combined with improverftent in quality. Jlie price, too 
rose in response, and lower and more stable exchange favoured the trade in 
1921-22. AssUmiifg an el:j{Btic but extensible demand, the prospects of this 
new industry in India may Ire considered to be fairly promising, as there 
are many a hill slope in India still open to the extension qf tea cultivation. 
If the present unhappy features of this industr>* are at all to be modi(jed, 
the suggestion for reserving the areas still available for tea culture to Indian 
farmers will,have to be more fully and sympathetically etinsidered, as 
much in the interests of thii indi^stry itself as in the larger, vaguer, but no 
less important interests of the national solidarity in thyv^iountry. 

The exports of collee may be brietly noticed. I'his plant is alleged to 
have been introduced in India some two hundred years ago by a Muham- 
medan pilgrim on bis return to Mysore from Mecca. * But its systematic 
cultivation cannot be dated earlier tiian the ist cpiarter of the nineteenth 
century. At the presentjnoment (1921-22) the area under coffee cultiva¬ 
tion is returned as 126,900 acres, while that under tea is 7,01,10 of acres. 
The exports of coffee were at the maximum y6o,iS2 cwts in 1905-O or over 
qo million lbs, while in 1921-22 they had fallen <to 2.15,000 cwts or 26,120,000 
lbs. Compared to tea this is almost insignificant, lint the acreage under 
coffee cultivation having regularly slirunk since 1896, due perhaps to the 
competition of the Brazilian rival in the European markets, there is reason 
to believe in a possible consideraJde extension of coffee production in India 
on the hill slopes of many provinces in India. 

• 

The spice exports, thougUa^irominent feature of the foreign trade of 
India still continued from the most ancient times, are by no means very 
important frgm the point of view of valuer. 

• 

As regards food-stuffs proper the leading ift ticles of exjiort arc rice and 
wheat. Before the war food-grains by themselves constituted the biggest 
item of export trade, but the war-needs demanded a rigid control of the 
export trade in food-stuffs in the Imperial interests t and. the effects of that 
control have not even now quite disapixiared, since famine and allied Rea¬ 
sons required the war-time control of food-stuffs to be continued. The 
export trade in food-stuffs, however, in comparBon to local consumption is 
very small as will be evident from the subjoined table; • 

• __ [ _ 

' Seethe hnHatA’r.tr'Bwk 1923 p. 358 Sir Cco. Vt^atts ( op. dt. ) mei)tionN liuth 
tea luid cofJW* as having been knowu in India by the earlitjtt Kngliah travelltira, though ho 
points out that the Aini-AkbTfi makes no mention Tea. • ^ 

+ The indirect servioeH rendereil Ijy India to the Empire during war time liave never 
quite lieen properly apprei'iated. Thai iu rtie one item of wheat alone, which was controlled 
since 1915, the price depreasioD resultUig proltably made the Indian prodw:er aacrifise a> 
much as 50 crores in the i yeai^ of war. 

•• 
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Wheat. 


Rice. 


* Year Production 

Export 

Prodyction 

Export 

Ii;i3-I4* Tons; 

8,367,000 

Tons 12,02,000 

Tons l8,8ig,opo 

2,420,000 

1919-20 • 

10,122,000 

“ ,I 9,000 

„ 32,028,boo 

618,000 

1920-21 „ 

6,7q6,ooo 

„ 238,000 

„ 2,76,62,000 

1,060,000 

1921-22 „ 

9,817,000 

„ 81 

,!• 3,32,31.000 

1,366,0001- 

In the normal pre-war times the rice exports totalled 7.6 per 

cent, and 


the v'fheat exports 14.J p.c. ofhur total produce. The war time and post war 
statistics ard uiiroliable, and so wc may base our conclusions only on the 
pre-war lipurot.. Jii the case of wheat the (juantity grown is nvich smaller, 
and yet the c.xports form a much larger pcrc^rntafye, indicating thereby that 
wheat is regarded .Su.?jewhat in the nature of a luxury crop. In fact, how¬ 
ever, the entire export of food-grains is in the nature, not of a true econo¬ 
mic surplus of production over local consumption, which may then fairly 
enter into tlx; world-trade, hut rather the result of a,stunted standard of local 
life, which would deny even the bare necessaries of life in order to obtain 
cash in exchange for production to meet the Government dues. It is true, 
indeed, that there is room for a very considerable expansion in the yield per 
acre of all the principal crops iu India, if only more economic methods of 
cultivation were adopted- Ihit the possible addition of two or three times 
the present yield of rice and xt'heat and seeds and pulses and millets is in¬ 
conceivable without a wliolesale revision of the land revenue policy. , The 
hopeless dismemberment of land consequent upon customs of equal inheri¬ 
tance may have been tolerable in ages when population was liy no means 
pressing so heavily on land as it does to-day, and when, therefore, there was 
available surplus land for occuiiation and cultivation, ; whenever it w.as felt 
that the old land already under cultivation had reached its margin of eco¬ 
nomic cultivation. The evils of land ;;/onv/ 7 er»e/d in India are concealed 


* (i|). TIu'. Annuat. lurh ir oj thf. Tva\<: of hulhi for pp. 19-20. 

1' lu bin Report ( 1919 on tlio Inquiry into •■hr JiWmf /ij.'d of Mr. 

K. Duttft tliU9 npfok.s of tho Kxport l>ufie’< on Food StulTn. “A ntutly of Lhttse liguroM 
nhoww tliftt the p('r'“ontftj{o <<f export^ to Mu'totj»l production >« ordinarily very Hmally and 
that iu y(*arM of faininp, d. dwindloH to a ntill Mmallor figuro iodeod. Thua in 1897-8 it 
WAS *86 ,; in 1900-01. SO au<l in lOOS-9, 1.1 . wlhlo in extx-ptionally favourablo yoars 
it does nob riso much abovo I p. c. In 1S91 -2 it xsas only 9’7, in 1904-O, 4'5, and in 1911- 
12,4.4. It was only in‘two years out of tbe lonjf period from 1891-2 to 1911-12 that 
tbu food supply iu India proper aetually foil sluirt of ret|uireintints, and had to be supple- 
niCJiUd by importinj; more from oiPaide than wa.^! ex |x»rted out of the couutry. This was 
probably the elft'ot i*f the export of a eoti'^iderahle <iiumtity of the finer kinePt of food- 
grains to the immense benefit of the.producers, while the re(juir**ineiits of those, wlio could 
not afford the finer stuff -, wore met iu their interests by tlio importation of cheaper kinds of 
grain from Hunna'aiid other eountri s”. 

J Ou this point Op. the preseub writer’s i'*V.r<y Vr ii-a of Inli/tin Section III 

Oh. in on Laud llevenue. “ 

§ At The Present tiim only aU^ut j of the total area of India is under cultivation; hut 
that does not meanHhat thcri'is room for Vx)iaQding agriculture to ii of the present area. 
The cultivable waste' laud other thau fallow is returned at 114 million acres as against 212 
million a<'rea iu eulVivatioiu This limits the maximum possibility of agricultural expansion 
to 50% of the present area. 
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in France by the French people's great advance in civilisation that has 
taught them to place voluntary Init effective restraints on the growth of po¬ 
pulation. In India tlu» corresponding evils may be said to be eoifcealed by 
the prevalence of the joint family system; bht tlie evils are tjiere none the 
less, and any hopes for the e.-ipansion of agricultural production must lie 
based upon only sfleh a re-^rouping of land as would permit a more prolilable 
economic cultivation, * capable of extending the full benelks of mechanical 
inventions and labour-saving devices; as well as more systematic rotation of 
crops, a more scientific selection of seed, a mcne abundant supply of ma^uire 
to agriculture in India. Irrigiition may, indei'd, temper the present most ob¬ 
vious difficulties, and help to imi>rove the yield as well as the (Quality of such 
commercial crops as ivheaf, rice, sugar, cotton \e; and to that end Indian 
opinion has steadily demanded an extension of irrigaliwn facilities which 
would automatically solve the lamtue as well as the foreign Ir.ide problem 
of India. The Government of India being, however, unduly committed to 
the prosecution :ind devidopment of their Railway enterprise, tliey cannot 
find themselves in a mood lilierally to favour the extension of irrigation jno- 
jects. Irrigation is thus limited in India by the linancial exigencies of the 
Governmont instead of being prosecuted according to the intrinsic merits 
of the likely bcnelits to agricnltur.d wealth of India. Hut even if irrigation 
were extended to the fullest i a|iaeily, its real serviia^would be lost, so long as 
land-holding in India is based on the princ,ipK*of excessive and uneconomic 
morccHenicnt. Some system of re-grouping, whether by the superimposition 
of collective ownership in the village, or by the formation of voluntary co¬ 
operative association amongst the adjacent eiillivalors in the village, or 
even by the minor expedient of^he right of preemption accorded to one 
member ol a family tojtuy out the rest and thus avoid future dismemberment 
of the holding—is thus inevitable, and immeifi.itely necessary, if agriculture^ 
v^hich represents at least bo i* i *00111, of the wealth of India, is to lie saved 
from premature decay. The policy of re.-groupiug, it may be. added, is tis 


*'Hie to.lhwing in oiii- of iniiumei iMt* itif-tHisc- Itial Iji' given tn.''tKUv I,tin wofully 

unc<’ODomi<‘ ctiamrier of tlie aioragf agrivultiiral liolding tn iiidia. Sayn 1 ),,' SnM.lnnnait Otli- 
ccr of the lihu-aaval Taluka in hast Kliandi-.ii Itistrini,. iti In- P.vport on tin; gnd Itcviaion settle¬ 
ment of that Taluka (Heoord;* of the Itoinhay (lo\ vriinnait No. llXt',; Sni n.-H lt)22) jiara 18: — 
^ “Some remark-- arc re-iuiix-d a-s regards tlie ; uinparatiw si/.* nt linhiinga. The following 
table gives the ioforniatioD in summary form. Iva' h Indding tnunn-ratt;*l is made up of nil 
tlti lamh held on uccupanoy riglits hy one man, howoier they may ln-*<^islriljuted in dilferent 
villages. ^ , 

To. of holdings ol arre.s:— • 


A holding paying an aastwsment ol Its, 2fi 
may he regarded as an economic bolding. The 
average assessment of tlnawholc area under the 
existing setth'lncnt is Its. 1-7 -^U. h nny fJtire- 
j'liri. hr nnsnwrt'l ihil on arru-'uje. IrttlfUny 0/ 17 osrse 
11 rs(/n*n/M>'. flu this utlieiai detdaration, whieii hy 
hn means errs nu the side of taking too liberal a view nf the oeioiomi*; hniding, wliii'li, more¬ 
over, (:on.siders all*land held l,y one ma» in a i Hinge, no matter how seat?*-re'i these may lai, 
to constitute one eompaet Indding, out of t^ie I otal numher (<f holdings of 1721(1, miarly 75 
p. e. or 12,968 arc lielow the margin of cultivation, below what is oliieiaTiy admitted to be 
economic cultivation ! And thvs is the common feature throughout all India. 


1-5 

5,207 

6-16 

7,491 

15-26 

2,fll4 

25-100 

1 , 77.5 

100 5on 

♦ ...• 12 :; 

Ovt;r non 
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much in the interests of the cultivators as in those of the Government. * 
For the latter can never safely rid themselves of thaj; standing criticism 
against thtir whole linancial system, which, while it recognises a subsis¬ 
tence minimum as being cxer.ipf from taxation in the case of the Income- 
Tax, allows no such exemption in that other and still more important form 
of direct taxation in India—the Land Revenue. If the prfticiple of exemp¬ 
tion of subsistence minimum is admitted in that case under present circum¬ 
stances, practically the whole of the present revenue from land—at least in 
the liyotwari jirovinccs,—woald have to be sacrificed at one stroke. 

t 

Uut even' if the irrigation facilities are so fully cxtcnded.as to permit 
of an intensive cultivation of all the present mqst profitable crops starved 
by the want of ailtciuate water-supply; even if land-holding is regrouped 
■SO as to create dccont-sixcd economic holdings capable of employing 
advantageously all the mechanical and chemical devices which contribute 
to increase the yield in other countries and diversify the produce; even 
if all the available land for cultivation not yet cultivated is Itrought under 
the plough, it docs not necessarily follow tfiat the export trade would 
automatically and proportionally benefit. The im4)rovements in agricul¬ 
ture, outlined alrove, are needed for our own industrial cijuipment and 
economic lx;ttcrmcnt. We cannot regard the standard of life which allows 
only one meal a day, and thrit of the scantiest and the coarsest, to two- 
thirds of our population as at all civilised or even barely human. We 
cannot delight in extending sugar and wheat and cotton cultivation if the 
whole or large portion of these crops is to he exported to the prejudice 
of the physique of our people and the success of our industry. If industry 
in India develops in a manner and at a rate which wc have instanced 
above, the pressure on the soil»,vould» be automatically relieved. .Simulta¬ 
neously, however, a home demand would btvcK'atcd for agricultural produce 
which would consume the entire and increased domestic supply of these 
materials, t And this would be 'quite independent of any poljey of export 
restriction in the intere.st'of the conservation of the nation's food-supply, a 
policy which is of freiiuent necessity so long as India is periodically 

c.xposcd to the scourge of famine, and which may be ipiite justly systema- 

-- ---—-- ■ ■ . __ 

* l!p. Ni.i'fy I'ti'irn of ImfidH Avia'wt by t\ic [noHouf writi'r, Scctiou III ch. Ill Ht'q. 

1 tho Oomnrision-. - 

q "A iminbor of witneHsQS have ad\^{catril tho iiniHitiitiou of cxjiorfc tjther 

inobhodn of rostriotioD ou Mic e.xport of food grain*i to oonsei vc tl«e food-Bupply of the country. 
Aa aUctnpt uanally made to support, liy (ho assertion that India n production of 

food is in'^utUcient- to feed her popiiUtion. Calculations arc made of the total food production 
in India: an avei^g«> tatKin n assumed which is buitahic to p^o^'^dc the whole population 
with wbat is regarded as a 8uniQj.cooy of food; and it ih then sliown that the food production 
of India is not adrx^uatc to provide tho required ration Hub t^c subject is not really auscejv 
tiblo of treatment in this manner.” (Para 199). Tlic Commission, apparently", docs nob 
lielieve in a minimu|p standaru of tho Neeth of (Kowutree). They reduce the 

problem merely to one of prices and poverty. “It *is not really the ihnuffieieney of the 
total food^eupply .90 much as the fact that c( rt^ain ola'^ce of the (rapuligioo are too poor 
to buy all the food they require” (para 200). And so they have no hesitation to recommend 
A small revenue duty on rice eiport, but desire to keep the wheat export free from duty! 




tised without undue hardships to the agricultural interest, though the 
following counterplea is wortli some notice. 

• t 

■ \Ve have to see, tlierefure, what wronhl he Tiie effect on India generally 
of an ai-tilioial l•elltu•lion in the ]irice of food grains. If the policy is 
snoccssful, it is ttlenr Ihi^ it would invohe a eon.siderahlo diminution in 
tlie resonrces of llie agrienllnrists It was a.ssunied liy Mr. K. h Dntta, 
in his "Report on the iiniulrv into the Rise of I’rices in India” that two- 
thirds of the snjiply of food grains is consumed hy liie aigrionUurists and 
one-third is sold. The total average cro]i of \?heai at present is it,d0('i,fl00 
tons, of which on this assiiyiption o.ltKhtttHl tons would he sold. Hf the price 
of wheat wore artilicially deju-essed hy Rs. 'd a mutind, the money loss to 
lie sharei^ amonost enltivators. landlords, middle-men atiii monev-lendors 
connected with aeriv-idtate wo*ild lie over Id erores of rn[H>es annually”* 

Personally 1 .tin not impresseil with tliis aroument, which, to be 
formidiible, has to assume a rather disproportiotiatrlv Iteavy depression by 
export duty. It assumes alj that is soW tobe identical with all that isc.v/iorft’if— 
an obviously absurd assumption. It also overlooks the possibility that the 
hardship to the .igi ieullural classes may be removed, if the duty on export is 
made to come into i)|ieratk)n only after a certain level of price is reached. In 
I any case, 1 feel convinced that the extension and improvement of agriculture 
in India, as recommended above, would benefit ll^j- export trade in food- 
slufl's, if at all it does so, only temporarily, provMcd, of course, the industry 
in India is so rliver,silled and conditions of employment so far improved as to 
improve the purchasing power of the people of the country tlicmsclves, and 
tliereby increase the domestic demaiKl to a pitch when there would be 
little or 110 surplus lell of the fooi^grains for exjiort. 

XI.IX. - EXPORT OF RAW MATERIALS. 

Next after the food-giaiiv, ^he export of raw materials of Industry, 
also obtainable from agriciiltiire, is the most important item in the exports 
schedule of India. The four following articles account for Ks. go-J-! crores 


of export, or .|0 per cent, of the total export trade. 

• 



(in crores) 


{'.ottoii (Raw) . 

• Rs. 53.97 


• Jute „ . 

„ 14-05 


Oil Seeds „ . 

,, * .17-40 


Hides, Skins ft Leather ... 

• • 1. 13-90 

• 


. 99-32 • 

In discussing the Import of cotton manufactures "we Jiavc already 
pointed out the legitimate goal of Indian dcvefopirent in respect of cotton 
industry an aiming at niaimf.ictiiring the whole of the Indian production 
in India itself. So long as India import^ cotton g»ods woi;,f!i between 50 
and 60 crores per annum, the expdrt of any raw cotton from India cannot 
legitimately lx; described as a real surplus. It is true, jndeed, that the raw 

' (ladiao Fissal Commietion, Majority Report, pars 201.) • 

•» 
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cotton worth 40 odd crores would be made up into iyiished goods worth ever 
so muclj more,—100 crores at least; and that India’s need of cotton goods 
being represented by the 50 01; 60 crores of imports, we may take it that the 
total value of the Indian" cotton manufactures, suppo*sing this country 
manufactured the whole of her own raw material, woijld ejeeed by 50 p. c. 
her own requirements. It would obviously bi^ more profitable for India 
to export tile finished goals rather than the raw material; and if that ex¬ 
port interferes with the prior claims in the world markets of other manu- 
facturers,,the only likely conseejuonce would be a fall in prices, or a boon 
to the world consumer. With such a prospective benefit to the consumer 
at large, we cafmot see why the seemingly more ambitiOins, alternative, 
goal of the Indiai^consumer could be illegitimfite of objectionable. While, 
in all probability," for political as well as economic reasons considered, it 
is likely th.it the export of raw cotton would not be interfered with by 
fiscal measures, however desirable such measures may seem to be on ex¬ 
clusively economic grounds of an intensive i'.idustrial development, the 
belief may be expressed that the growing consciousness of the claims of 
industrial India would prevent the export trade in this branch from growing 
in future, if, indeed, it does not materially decline!' Its place may, to some 
extent, be taken by the export of corresponding manufactures, though 
it may be doubted'if th^ value of exported manufactures of India in near 
future would ever be quite so considerable. 

(A) JUTE. 

The exports of raw jute evince efiormous lluctuations. They were 
valued at Ks. ^2..5o crores in ])ro-\var aver.ige, and rose to 24.70 crores in 
1919-20, but fell again to Ks. 14.65 crores in 1921-22. Jute is a practical, 
if not an absolute, monopoly of India; d\ul it is accordingly surprising, why 
the jute industry, which has^ made commendable progress, should not be 
absorbing the whole of the raw material produced in the country. It may 
be noted that the world demand of jute is based on its being the cheapest 
fibre available for bagging agricultural produce. Its consumption in any 
one year depends on the .sum total of the agricultural crops of the world 
in that year and the proportion of these crops which are consumed in areas 
outside the region of production. The gradual growth of the bulk-handling of 
wheat and other grains is, to some extent, reducing the annual'"demand for 
jute; l^ut there are various diliiculties connected with bulk-handling which 
have upto the preijent time prevented its wide extension. * Quantitatively 
considered, the jute expprtt have fallen ste.idily from the pre-war average; and 
the whole of the fall is not accounted for by the growth in the exports of jute 
manufactures. The area under jute cultivation has contracted owing to the 
necessity of obtaining greater quantities of food-crops; while the curtail¬ 
ment of the demand from the continental nations, who are unable to buy 

* boe the Anntidi HtHw of t/w Trad* 0 / India, 1921-22, p. 18. 



their food-grains, may also account for the decline in the export of raw 
jute. We shall however consider this subject more fully vviien wo come 
to study the export of ju(p manufactures. 

(B) OILSEEDS. 

• 

Reference has already hfcen made, while dealing with the Imports sehe- 
dulo, to the practical monopoly which India enjoys in the'prodiiction of 
some of these seeds, as also to the possibility of mamifactiifing the oils in 
question within India herself. I do not hold witli the Indian Fiscal Coin- 
mission that a Uriff manipnlatfon designed to protect the oil industry of 
India, and seci^-e it an abundant supply of the raw material,.wotild so alter 
the conditions of production hs to*seriously infringe upon the Indian mono¬ 
poly. Tariff manipulation as regards exports would,doubt, have to 
consider the interests of the agricultural producer, which would seem to be 
at variance with those of the manufacturing producer. The cheapness of 
raw material desired by thi» oil-manufacturer need not, however, be purchas¬ 
ed by such a restriction or penalising of exports as would involve a needless 
sacrifice upon the agriculturist. Hut, while reserving the detailed consi¬ 
deration of this question to the section of this work dealing with Tariffs, we 
‘must observe here that tariff manipulation within the limits of the differ¬ 
ences in comparative costs would not force the growtU of rival production 
or substitute creations. The .idvance in science*is, indeed, indciiendent of 
such clumsy devices of national protection as the tariff manipulation affords. 
There arc instances on record of natural monopolies of a country being sub¬ 
verted by such advances in human knowledge, ipiite apart from the adjust¬ 
ment of fiscal protection. The indigo monopoly of India and its dye industry 
afibrd an instance in point, when we view it in conjunction with the modern 
Gorman dye industry. * In any case, whether or not active steps are t.iken 
to iflrcvent the drain of our oil-seeifs to the serious prejudice of a correspond¬ 
ing oil-pressing industry in India, there caq b • no objection to tiv sug¬ 
gestion for a rnorc intense policy of actively developing the Indian oil 
industry. Oil expression in an economic anil profitable manner would, 
indeed, require large scale operations with modern machinery and equip¬ 
ment. ♦.\nd a successful manipulation of a first rate modern oil-pressing 
establishment would [iresuppose regular and (deiitiful sup^iliits from se al- 
fields, that arc to-day too small individually to guarantee sufli a regularity 
and plenitude of supplies. Though not quit! to the same extent as in tffe 

* Op Fifital (Majority Itejwrt) pya 104. • 

“^rhi* propotMil like all other yiropOHuh for protih tivo ex|>or| is iu'-onhittLoni 

with our gcueral priuoij>l<M. In the ouhc of oil needa wi-< on|ider tluit «u h a fluty wuulfl In.- 
{Nirtioulariy disadvantageous to flie .’ountry. (’ertain oil-Mcedf* afe j'rowu very tm Lite 

export trade. * The Indian demand for the oil and the cake would be (juite iaiulii't<i 
abaorbthe whole product, if all Indian oil seeda wore f-rualied in l^te country. At iIt'; ftwno 
time there are conaidtHrable ditficultioi in ojn>orting oif; and it ia uiilikdy tlAt any njip c i- 
able export trade in oil could be built up.” Uut^ace jwra 174 of the name Keyiort, wlti-b - 
oil^eodii among the monopolies of India, and para 173 whieh, permiA export (iiitie* 
on monopolies. 



case of sugar, the smallness of agricultural holdings in India constitute the 
most effective obstacle in the way of an intense and rapid industrialisation 
of India If that obstacle is to be removed, tho 'policy governing the 
Indian Land Revenue and I,anil Tenure systems would ha</e to be radically 
revised. The trade and industrial needs of India make it impossible for us 
to tolerate any longer uneconomic agricultural koldingsrancf the sooner a 
revision is nnda'-luken the better. An oil industry devciopecl on these lines, 
with its success assured as far as possible by adequate attention being paid 
in advance to equipment as,well as raw material, would of course produce 
much morv than we would need for our owi) internal consumption. But 
here, I think, is an instance where India might legitimately aspire to the 
wider and seemingly more ambitious of the alternative aims of industrialisa¬ 
tion; the manufacture within her frontiers of the whole of her own raw 
material, and a share, if possible, in the e.vpoi t trade of the world in the 
manufactured articles, in preference to aiming at simply supplying by 
Indian manufacture the domestic demand of India for the finished goods. 

(C) HIDES, SKINS AND LEATHER. 

The exports of these materials were, until quite recently, in very con¬ 
siderable quantities, and were balanced in value by the finished leather 
goods of all kinds frorf. shoes to saddlery. The fact, however, that the 
export of Indian hides was, before the war, almost wholly in the bands of 
German firms, led, under the stimulus of the war-hati', to devise measures 
for the improvement of the tanning industry in this country. India enjoys 
exceptional facilities for the development,of a large-scale leather industry. 
She has a plentiful supply of raw material: though she lacks for the moment 
a knowledge of the most np-lo-dato and econom-ic [Processes for converting 
that raw material into the roquireef linishe|l goods. * She commands almost 
a monopoly of the principal tanning materials, though 

'• tiniiiing lias so fiVr made qompiu'ativoly little lisnlwav iu India 

ohiofly owing to (he Inet that its procossos nro highly irehnioal, i-iKiuiring 
ohamienl knowlndge and Mi olahorate oiinipinoid, of inaohinory."! 

A beginning has also been made in regard to modernised indujtry for 
leather manufacture, at first under the aegis and with the help of the mili¬ 
tary department.; ‘ hut now sustained very largely by the general public 
demand for leather goods. India^ finally, has an extensive and elaitic market 
of her own for all kinds of leather goods, which may well he supplied by 
her own industry in that behalf. It may he, though I do not think it need 
Ire, a fact of our future industrial history that 

_♦ ___ , 

* S»id the MwUn.ll Commim.m 'The villege tenuer finds that the ro^linued riaeli 
pnceii la plaring local hides to an increasinR entent beyond his reach. His methods are in 
any oaso eatremS'.y inefficient; ho has jilstly been ttescribed as making * good hide into bad 
leather: and there soorns httle hope that his industry can or will ever deserve to be saved 
X X 'i’ho prineip,! dillieulty at present is the lA'ck of organisation and expert skill ” (pars «3 i 
t Op. cit. Loc. cit. ^ '' 




“ It will be impossible lov India to tan all bar own hides for some time to 
come.”* 

It may be, fiiough ( do not think it is liljel;^ to Ix', true. 

'■ That India will, for an even longer time, be unalile to eunsiime all 
the leather timt’will bo j^roduced by an extension of (lie indnsiry on u scale 
suflicientlv large to withsland the com}»elition of exporter# of hide, while 
tariff bnr.s again.st (he importation of leather exist in miiny foreiifii rotin- 
tries which admit hides freely.” t • 

But, in any case, here is ;tn example in which the interest of*the export¬ 
er ought not*o be suflerod to negative any nioastires that would guarantee 
a rapid development offtho hjathar industry. Exports of hides may be taxed 
under Customs to secure a full supply to the growing loAl industry. Such 
a penalty on the I'xporter would be only a tax on tin middleman’s profits, 
not a hardship upon the producer of the material, as an analogous duty on 
the exyiort of oil-seeds might ipiite conceivably be. Tor hide production is tin 
incident—not an aim—of the agricultural organisatioii and life in India; and 
taxation of such an incident in the interests of a promising local industry 
cannot reasonably he objected to.} 

(0) FOREST PRODUCE. . 

• 

This brief review of the main articles of export from India consisting of 
raw materials for industry would be ini omplele without a reference to the 
forests products of India. The view-point of measuring the real utilities of 
the forests in a counti'y lias aiipnwiably altered in the last generation. They 
arc not merely a remote factor aficeting the climate. They are more pro- 
[lerly regarded as the storehouse of cous,i.deral)fe national wealtli, that, to be 
uscTul, needs only to he exploit* 1 » The forests of India cover over a ([uarter 
of million stpiare miles in area, hut only ho.ooo si). miles are at all brought 
under some sfgit of a scientific managemeifl. They piudnce only about ^Jffo 

million cubic feet of timber, * 

• 

"while at lousi 1.2CMhtH)0,00<j cmiUl he InirvoKleii; thus :tn iucroinont of 855 
million cnhic feet is carried annually; ami lakini^ oO years as tlio 

average rotation. iDl indlit.in ciihic feet rejneseat tlin los*- hy nainral wastage 
and decay annually.” • 

Tlie^ produce bamboos and savannah t^rass suTTiciimt to mcetall*thc 
present nOeds of India in rcsj)ect of pajx^r and paste-boaid now imported to 

* Op. cit. para. 54. • • ^ 

t Ibid. See also Appendix i> to that Re|Kirr, tnal^sio^; in detail the rguditiom 
governing fcantiing iadu^itr^f and leather manufacture in fndia and making definite proposals 
for the saml. 

t See however the Rtjn)tt of the ImlidH Cvy/o/hs/aea, paras 100- “ if the 

tanning industry rc'^uirea protoetion this should b<' j^iven liy an import, anu not by an export, 
duty.” Why not botli combined ? The Coiamisslon » reasoning is charactejiatically muddled, 
and inconsiatent. • 

i Stat^rmnt of Foreti ConlUiona t» tirilUh /mita, p. 21. 
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the tune of some 5 crores per annum.* In the United Provinces at least 
the industrial possibilities of Forests have been demonstrated in the case 
of resin ahd terpentine production beyond the possibility of a doubt, and to 
a degree when,it could reasonalfly be stated to be » 

“in a position to moot not mei-ely the whole of the -country’s require- 
indntH, in iitltlitioii, those of otliei* Kasiern^oiiiitriefl. t 

The lac mcfttopoly, and the sandal-wood wealth, though demonstrated 
to l>c commercial successes by actual and sustained ventures, are not yet 
exploited to the degree justifiM by the real accumulaticm of that wealth. 
Caoutchouc and myrabolans, though figuring t substantially iu our exports 
schedule, are J^till capable of further development which our forest admini¬ 
stration has yet to realise. I Altogether, a/tcr hve years of that Report, 

I feel still inclined t? repeat the criticism of the Indian Industrial Commis¬ 
sion of 1916-18:— 

‘‘As the ahovo figures will have shown, the national fore.st estate is of 
vast extent aiul value; Imt a sc^rutiny of the uiit-put per square mile 
proves that its actual yield has hitherto lagged Isr boliind its possibilities, 
and is, in must areas, greatly In defect of what ilie natural increment 
must 1)0. The cliiof neod.s of the ForosIDepartment are undoubtedly the 
development of tran.sport facilifios; the exploitatiim of the forests ou more 
comniorcial linos; and the extension of researeh and experimental work 
whicli should, when necessary, ho carried out on a lai’gor scale and under 
commercial conditi6nH** (^parii 61 ). 

L. EXPORT OF MANUFACTURED GOODS. 


This section is comparatively the smallest in the schedule of Indian 
exports. The two principal manufactures exported from India-cotton and 
jute—show the following position:— 

* hvli'x in 1921-22 hy Ruslihrook WillinmH, pp. iT.’tot. nwp 

1 Ibid, vp, also niy VeAfs of Fiu'tiute, p 589. 

t I am not ably quite to approve of the poliov, advo<mted in the United Provincoe, of 
inakiog over muoIj forest induHtrioM, when they aro proved to be eommen'ial sm^oewes af'or 
all the oxponMe in pioneering them in<un*rcd by the Uoverument, to private enterprise. Thf’ 
Mysore practioo in regard Ui the Ntato nnWpoly in sandal wood oil is much iK'tter. It is not 
merely the fanaticism of a su^aHlisl, but the Imsineda instincts of a finan<'iyr, that would warn 
provincial govornmeuts now in cliargi* (jf onr fm-est wealth against an undue extension of 
private enterprise, 

§ In tho official trade statistica, the third main division in the export schedule, 
classed as articU$ whvllif av/ rmhdij incluth^s the following :— 


Yarns & Textile Fabrics. 

J uto. 

% Cotton. • 

Wool. 

8Uk. 

Others. • 

Hides skins ^Ti^nued; ai.d heather. 
Ubemioals, drugs, medicines. 

Dyes and colours. 

Metals other than iron it steel. 

Iron and Steehgotjds. 


Apjmrel 

(yutlcry, hardware implements & instruments 
Paper, pasteboard and stationery . 

Furniture, cabinet-ware and wood manufac¬ 
tures 

Railway plant A rolling stock. 

Class-ware k earthen-ware 
Machinery of all kinds including belting, 
h'arriages and* carts, including cycles and 
motorcars. '* 

Mist^ellaneous. 


But of a total iu that, group of 5188 erorei'in pre war avo^^^;«f 3P66 crores was 
represmted by ouHon and jute manufactures alaio while, iu wartime the figui^e were 69*39 
against 57*29 respectively. We have not thus, ignored the othor manufactures unjustly, not 
to mention tho fact that some of them have been incidentally dischssed ip other connection. 
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( Figures are in thousands of Rupees) 


« 

I Pre-Wuri 
Avenige.|, 

A^ar 

•Vvera^o. 

I9iy-‘i0 

i 

c. 

1^2d-Jl 

l!t21-22 

• • 

Cottmi Manufactiireh— , • 

! i 

1 




Piece-gootls: 

i ; 

i 


• 


Ciey . 


1.4s,IP 

■J.llh.lttlj 

2,21,8(1 

y8,.h!( 

CoUmi’ftl. 

. i,;«,37: 

2,711,41 


7),17,88 

43.80 

Twist ami yam 

.; tt.iiu.V 

7, Is,'.';! 

is.'j.x.yjl 

I().17,1.A 

7,71,46 

Others . *.. 

I't.br 

2'J,26' 

50,})7i 

1 

7(1,110 

51,22 

J'otal. .. 

. 11 i.Th! 

• 

11,(Hi,71 

27.u,;t:i! 

18.-7,13! 

15,65,07 



Of the ten i)rincn'ul i’l'ticli-S of export M-leete<l above this makes a 
pre-war proportion of 15 p. c., war proportion of p. e., and the latest 
pjToportion of 2t p. c. Takinj; InJse two pronps of our principal manufac¬ 
tures exported seriatime, we lind ^ 

• 

(A) COTTON YARN AND PIKCE-flOODS 


showing remarkable lluctuations in the export fipiire. The Indian 
procfuction of both yarn and picce-{;oods has j;rown, as is shown by the 
followin;; quantitative figures; and though the Indiaq exports include 
< 1913-ij 1921 22 • re-exj)orts of foteign 

Yarn Ibr. «93,<ioo,oon H92,ooo,nnn. goods, imported into this coun- 
(;iot,h. yds. 1 , 184 , 300,900 1731 , 600,000 instance, the 

exports of cotton yarn at least have fallen very shai'ply., T he principal 
market for the Indian yarn is China. Formerfy Indian yarn had to comirctc 
in Chin# mainly with the Japanese yarn; but the striking expansion in 
recent years of.tho Chinese spinping industry has* changed the character 
of the competition. Japan now sjiips practically nothing but 16 counts 
and upwards, while India specialises in counts 14 and telow. In these 
the local competition i 3 beginning to assert itself, with its undeniable 
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iidvantaf'es of locally grown cotton, less cxpensive_ labour and proximity 
to the market. Exports of higher counts from India, would not now pay 
in the Chinese market in fape of the competition of the British and 
Japanese imports. The Chi'liese cotton industry was reported at the end of 
1921-22 to possess 109 modern mills, with 2,^00,000 spindles and 13600 
looms.* No wonder then that the yarn exports have fallen from the 
average of 200,970,000 lbs. in 1912 to 81,033,000 lbs. in 1921-22. But 
while India has a. considerable domestic market of her own she need not be 
afmid of overproduction in {he spinning industry. 

Ill the clise,of cotton piece-goods, the following table shows a fair in¬ 
crease in the export of Indian made goodsi though the import of foreign 
goods continuing rft.a still larger ligiire, the export cannot afford the .same 
encouragement as it otherwise miglit be made to do. t 

Figures are in million yanls. 




! l!»13 -l t 

1 

1 


l!)l!l-20 

1020 

1921-22 

Indian mill prodiieo 

V.. 

... !b:4.;: 

1 tTfO.T 

IfitO.O 

1560.h 

i7:n.f: 

Imported good.s ... 


*...j ;U!)7.I 

IITJ.O 

1080.7 

ir.0<).7 

1089.8 


Total 

...i we 1.4 

2.47'J.7 

2720.7 

ilOSO.'i 

2821.4 

fixportod ; Indian 



' 140.1 

liKi.O 

\m,4 

Ifil.O 

Kori'igii 


(P.M 

114.2 


(li.O 

73.0 


Total 

i.ol.:i 


28ri.2 

207.4 

234.4 

Balance for home , 

1 

...j '420.1 

,2309.4 

2435.5 

2883.1 

2586.1 


The Indian cotton industry cannot reasonably be said to have rbached 
the legitimate limit of its expansion while at least 40 p. c. and rriorc of 
the cloth consumc,d in the country is imported from abroad. As, however, 
w«^ have said enough on this subject in the previous chapter we shall say 
no more in this place. 


(B) JUTE MANUFACTURES. 

« 

In spite of the magnitude of jute exports, both raw and manufactured, 
that industry is relatively a new one in this country. ' 

■‘The Hrat into mill in Bengal was stsi tod at Rislira In 18.5.a and the 
first power loom introduced in 1^5!». The original out-tnrn was 8 tons, 

'See the dwiaot Ftritti' of Iht Trmlt oj Mia in 1921-22 p. 16 end tables 33 A end B. 
f Ibid. p. 17. 
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per day- In 190U it had grown to ‘J500 tons per day, it is now 4000 tons 
per day, and it shows every indication of growing and expanding year by 
year.’" ^ ^ 

Beginning with such slender foundations, tfie jute industry, monoi>olised 
almost wholly by Scotsmen from Dundee, now comprises (igio-21) 77 mills, 
tvith a capital 19.23 crores if rupees, 41,600 looms, 869,900 spindles, and 
employing 288.400 operatives. An area of ijr million acres*ln round figures 
produces on an average 40 lakhs of h.iles, of which a steadily diminishing 
quantity is exported in the raw slate, f Though in the latest years Uie 
production of raw jute has falkin from the 1914 record of ovA a crorc 
of hales to 40 dakhs, exports of raw jute h.ive f.dlen still nioie I'onsidcrahly 
in that the fall is steady and»regujar. On the other h.ind the exports of 
jute manufactures have been steadily increasing, though,-^he heavy fall in 
prices eftbetively conceals that increase. The tot.d exnorls of gunny bags 
for 1921-22 were 27 p. c. less in number and 42 p. c. less in value than 
1920-21, but were i-i p. c. greater than the pre-war average in number,' and 
48 p. c. higher in value. The further expansion ol this industry may, thus, 
take place only on lines which would enable the est.dilishmi'iits in India to 
con.sume the whole of the’raw produce of jute in India. The unfortunate 
fact of an historical accident, by which the whole of this industry is 
kept as a strict and close monopoly of the foreign ijement in India, has 
prevented that attention being paid to its expansion and development, 
which is its due in view of the value of its ex|iorts. \ 1 he Indian share in 

this indu.stry is conliiied to the lowest class of factory labour,; thereby offer¬ 
ing a marked contrast to the organisation and ni;fiiagement of cotton industry 
on the other side of the Indian continent. While, it is true, the relations of 

• Cp. 'I'lKi iHliiiu I'ei,- for 1(123, p. a: t by Sir. Slaiilcy Rocil. Soo alno 

Mr.jDavid Wnlloi;e'B work on “JV.r fidWnet for n history of Uic dovolopmcnt of 

that iudusiry. 

\ The following table makes iuteresting 


iai2 13 

lUw .-lute 

Total Produce. 

98 

Indian 

Consumption.' 

49 

Kxports. 

60 

1913-1-1 

89 

15 

43 

1014 15 

104 

49 

30 

1915-111 

73 

58 

. 32 

1916-17 

83 

57 

28 

ir-'ii 18 

89 

54 • 

18 

1918-19 

70 

51 

22 

1910-29 

85 

62 

34 

1920-21 

69 

60 

23 

1921-22 

40 

44 

36 


The hgures aro Id laklw of Walcn. 

♦ “liiiluding India’s interna) coiifluinptioa uf jufo numufanturcs, the annual avrrago 
value of the jute trade to Bengal has been computed at 0() 'irorea ^of rupecH”. hyli tn /»/««• 
Comimsnon Btportf para 14. » * * 

8 “It is a noteworthy fact that Beogaii, or indeed Indian, capitaDsta have taken very 
little part, otherwiae than as mere iovestora, in the atartlng, and onne at all in the manage* 
meet of the Jote mills.” Op. cit • para 16. 

22 •• 



the European jute manufacturers with their employees in the mills arc not 
characterised by that systematic brutality and a thorough disregard of the 
most elAnentary rights of human beings, which confer an unenviable dis¬ 
tinction on the relatioiis butvvi^en the European or half'breed tea-planters 
and their labourers, tlie fict of jute mill operatives, having to work 15 hours 
a day in the mills at starvation wages is an eloquent teslimiJn)/ to the con¬ 
ditions of lahniir vs. capital in this industry. * Indian opinion is thus 
natur.ally indisposeil to press the claims of jute industry for the maxi- 
m;im of its possible expansten; and the consciousness of a practical mono- 
jjoly, combined with tile linancial exigencioB of (lOverument often leads 
to a treatment of the industry in liscal adjustments, wiifcli may not 
always he ill the best interests of national^ ecoyomu One oliviotis conse- 
(|ueuce of such a (jj^ort-sighted but rigorous policy of exidusiveiiess by the 
foreign element is the eiioimous variation 111 the area under cul¬ 
tivation, and the cousei|uent Ibictuatiou In the supply of the raw material. 
The aia a v.iried irom the inaximiim ol J,e()4,ooo acres on an average bet¬ 
ween ' 1 ) 05 —h '‘"‘f I'jOij- 10 to i,5i.S,uou in KjCi -iiJ, while the crop varied 
from the maximum of y,otii|,ooo bales on an average in the period between 
lyio-i 1 to K)!.]- 15 to j,(|,S 5 ,ooo bales in lyai-ijc | Such an uncertainty of 
output neiessarily allects the price of the raw malerial, and, therefore, of, 
the linished product to an extent that is bound to In unduly sjieculative; 
and so to be utterly inconsistent with the dignity or even safety of a lirst 
class, well organised, and settled industry. It is a liighlv regn ttable feature 
of both the leading iiidusti ies of India that the raw material for eaidi of 

* “W'itli thi' inti'tnlu< l.ii)tt ttf ohotrii' lijjlil mills in US'lil, (Ik workiii;^' d«y wjis 

iiv'i'ciim <l hi 15 lumrs, StitiirHuy itiidudi'U, wliii'h mw'K rr* an uddit itni.al auntuiii of cloriijiiig 
aiid rcjiairiiE^ Mork im f'undayb In oi'di f (o minimisT (liti Sn^idny wm k, and to ^'i^n (hem a 
frt.'o Sut.day an \vu'' {.^ob fcp in by (hr lui If limojuAn !i>.si‘tant;' (o liavc the 

ongiiirs stu|)|ii <1 at- 2 oi' 5 (Hii *m f“atur<l;iys. 'I'IkMki^.iI ( ki\ ti j|im ot took tlm niattri' up, bub 
tlu'ii’ a' bit'n wt nl. no ftut her blmn applyum moiiil Mi-isioti, li.irkt d by a mnnrwliat halt hArbcd 
Mii'tab. The Mill As.oi i;i(it,iii ht Id iim'i'Muj'i (tt l oi.sidcr tlio <jui.-fton and tlm nu-inb(TS worn 
prn' fi'ally njfroid as to tin- utility tif '‘arly '■losiii.' on Sjttui-d.-iys but, suo, rould not' 

bfust- theinsrlv4‘< to rjtny it- i«ub \ubhont lf;.'i:datutli. I'nlot(.tin.jl rly, th" I ;o\ ri-nnicnt ot India 
rrl’nsrd to sntntion (.In- ptis-ninj' otfU rosoluliou by (he I’liHUi' itd (lovttnnu’iit under (lie Fac- 
l-oiy Art, 111 d tlio tiintlri- wan droppttl l -'H'in l -.-i/ I!l2d p. IT. !>o<-s this imply tdmt. 

t'vrii luiw, in s[iil.y of (hr Indian I’artory A«-( Iimiiiu’^ the maximum working <iit\ to lb 
hours, llir iipr mills w'ork 15 hoiir.s a i!;iy ? 'I’Im' lol'ouiiig romparative wiigo Jiijurcti nrc 
tuktu from llir Indian Iniiu-Urial liommi>-aion Keporf, ))ara 15 and 21. 


Wngrn prr month in Ha. a. p. 


dutf miUs Cnl'-utta. ' 

Colton millfPBomltAy. 

Gardns 


Dinwor 


Hi. irrs 

1- 

Ruler 

17-4 

JSpinnrrs 

l ■ 12 

Warper 

40-8 

Siiiftrrs 

U 

Rover 

il4_l 

Winders 

18 * 

• • l^offcr 

la-10 

He»mt'rs 

'22 

Weaver 

16-16 

W’l'nvtrs 

27 



Mwtririj 


* • 


Coolies 

18 




1 Sec the of Ar^a tirW Yield o/ /’>iV»^*ti/ C'»-cji-.v iw htfUn 1921-22 No. 1786 

of tlic Gouimcrcial Intclligcuco Doiiartmeot of the Go% eruuicat of lodia. 



them, available in such plenitude within the frontiers of India, is still 
exposed to so much uncertainty in yield or value, quite apart from extraor¬ 
dinary circumstapces suifh as those caused by, the War. These crops are 
no doubt, commercial crops, and have to compett! in both arva and yield 
with food crops. Famines and relative values may certainly explain a 
degree of variation in yield, iut not to the extent of a 6o p. c. margin in a 
period of less than 15 years. The jute industry is more coifhentratcd than 
cotton. If those primarily interested in it as an industry gould only agree 
among thetn.selves, the evolution of rules regularising tlu' crop ajid its 
prices would not he .'dtogether*impossible. * Such an agreement ts, indeed, 
fraught with tl/; datiger of creating a virtual, if not eomi'lete, ntbnopoly by 
a sort of a Jute trust ccTrrosiXDndiug to similar organisations in America 
and Germany. l!nt I am, for my part, inclined to tlunk.^l^at tlu' traditional 
predilections of Ivnglish economists liave made tlu m exaggerate niidiily 
the hardshi|)s of a trust or cartdl to rival producers and to tlie consumer, 
underratitig at the same time the dictating force of real economy in the 
largest possilde scale; of o|)erating an industry, and tliereliy reducing prices 
and improving (iroduction. f It is, of course, not to tlie monopolist's 
interest to effect tlie greatest ipiantity of sale so miicli as to make the 
•higliest prolit he can from the greatest price the consumer can lie made to 
pay. lint on tlie one liand the limit of tlie cousiimiit’s aliility to pay tlie 
price, whicli, in its turn, is materially inllncii(s'd*liy tlu' possiliility of cliea- 
|X'r siilistitiites, and on tl'c otlier the risk of provoking tlie antagonism of 
tlie comninnity, wliieli miglit take tlie shape of sliarp increase in taxation, 
even if it fail;, sliorl of. a complete conliscatioif and ex|iro|iriatioii of the 
private entrepreneur, will eftectualTy limit tlie d' gree of tyranny tliat the 
most completely consolidated trust can indict ujioii tlie consuming |niblic. 
The jute industry in India can Iw cited t(/illiistrate every one of tin; [loints 
made ahove. It lias .'in a.isociaiioii of its own, wliicli lacking tlie solidarity 
of a syndicated enterprise of tlie Gi'rrnan kijid, is yet capalile of working 
np to a distinef class scntinient, w-iicli mav ipiite .possildy create a jiitc 
trust. 1 It enjoys a natural monopoly of r-.w material, wliieli always 
createsAlie temptation to piisli up tlie. price limit to tlie iiiaxiinurn, and 
equall)t always threatens them witli tlie pos.uliility of cheap effective 

siilistitutes being iilaced on the market. Leaving asidi' tlie danger of 

. 

*a year or two nrjo (he .lute MiMsw• in fli'-juir lironj.'ht out #n 
American hiWitieaa expert to advise them nn thit poNsihilify of ft.>rtninj^ a jufe trusl.-with a 
view to exercisiut; some ‘'ontrol nvcr tlie jirodu<'bion and priif of lut*-. Mr. Parks eninf; ainl 
wrote a re[)ort, whioli the latioii promptly pi^conh-diMl l>o''HUsr> tin- sluin]i wa>< over’* 
l/ufinn Year fionl 192^ p. 347 . ^ ‘ » 

I Dr. Marshall iij hi^ vokimo on ln>i»Airu ma3^1n' rr-jrarded as an exception. 

See cspeoialljt lik. Ill eh. I. 

7 The Jute as well as cotton indn>try of India ' an nevtjf develop that ef)mplfJ /0 
or^aniaat.ion whieh t^ill include l»oth \Prti'al as well as hori/.ontal emiilTlnationinthein- 
duHtry, beeauve tlu' yhf,cm of land-tenures in Jndia ^^ill not allow it. There i", however, a 
greater pcasibility for sut h a eotnljination in Bengal with its /.emiiidari n^^teni and largo 
holdings, than in Bombay; and h* the Jute industry lias a betf er eUanco of trustihcfttioo 

than cotton»t • 



substitutes manufactured in other countries, it may be noted that experi¬ 
ments have been made in recent years by the Indian agricultural depart¬ 
ment whh the Dcccan Hemp Plant, which yields ^ fibre, similar to jute. 

A number of-cstates in Bihar kern to have taken up the cultivation of type 3 
of that plant. A sample of the fibre prepared from this variety by the 
usual methods of retting was 10 to 12 feet Ion;?; of an exceptionally light 
colour, well-cleaned and of good strength. It was however valued at £ 
18 per ton as against Bimlipatam jute at £ 125 per ton, and Bengal first 
njark jnte at £ 17 per ton.* The fibre has already been used in Bombay 
and Madi'as for the manufacture of ropes and a coarser varigty of sacking; 
and, it may' be added, their fibre can be grown in parts of India not suita¬ 
ble for jute. * On the other hand, considered* as & monopoly that could 
always exact its <Mvn price from the consumer. Government have usually 
not hesitated in taxing the jute export both raw and manufactured, t But 
the taxation in India in each instance has been a taxation exclusively for 
revenue purposes. Taxation as a means of ^cial reform or economic 
redistribution has yet to be appreciated by the Government of India. On 
the whole, then, while we cannot consider that taxation has unduly 
hampered the progress of this industry, dr that the chances of 
effective substitutes prevented its fuller organisation, we must recognise 
that the jute industry, in spite of the sovereign advantage it has which the 
cotton industry lacks, haslet not made the progress that could legitimately 
be expected of it; and that it would never rise to its fullest possible 
dimensions, while the uneconomic spirit of a close corporation continues 
to exclude Indians altogether from any connection with it. 

f 

LI. OPIUM. 

I 

% 

Amongst the principal articles of fX|port tabled above as making up 
nearly 80 p. c. of the total export trade of India, there is opium. As 
exported it must of course be fegardod as a finished product. It is to-day 
only of trade importanlie, though in the past it has bad a most chequered 
and romantic story of political and financial complications. J India has 
sacrificed an excellent source of revenue for rather sentimental reasons 
of doubtful benefit to the Chinese people. Speaking of opium ohly as a 
commercial product, we find its trade importance to be much reduced in 
the course of the last ton yeai;s, owing, of course, largely to the fact that 

* Op. ItvIiliU Keflic Booli for t9'23 p 347- 8, 

1 Op. Dr. M«nhHll’» dictum op. cit. p. 405 foot note. 

the moiiopiiUst will in hie own iu’ercsb be indioed bo thing* th«t oonform to 
InoroMing Return hy low chrrgei, in order th»t ho ra»y iie;;eMe,thoir oonjuniptioa *ud gtin 
the economies of production on « largo wale, so it is a general ruie that, othe^ things being 
the same, the Finniu e Minister should press on products of Dei^reasing Return industries, 
rather than on i -oducts Oi Increasing Return industries". l)y such a rule the taxation of raw 
jute ought to he preferred to that of the finirhed produ t. 

; It is noteworthy that opium also, like cotton and jute, was the subject of eery 
intense speculation; and’ that despite the fact of a complete (loveroraeut monopoly from A to 
7, in its production. Op. Sirty I'eors of buiiin /’•>««« by the present writer. 
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the article still continues to be under heavy restriction. Rut what has 
been India’s loss has not certainly caused any gain to China, as it was 
intended to. I;or acccttding to the disclosujes before a special toinmitteo 
of the League of Nations in 1922, as well as arfcording to th* latest disclo- 
siws, the poppy ^cultivation in China, instead of being destroyed, is, if 
anything, very much on ttfe increase, and tlir I'pium hahit very much in 
the ascendancy. 1 would not siiggest that India has no coSiccrn how China 
suffers, provided her own trade and tinancos prosix’r. ^ I would not even 
imply that it is no part of India's duty to take^ctive steps in aid of Clyna, 
if the Government of the latter country decides ujwn stamping out this 
injurious hajfit in China. But if India learns th.it the Chipcse Government 
is unequal or indifferent to»starryjiug out this habit, it is at least a matter 
for serious reflection whether we in this country are npi incurring a need¬ 
less sacrifice in restricting poppy cultivation, and th ereby confining qnduly 
an important branch of drug manufacture in this country. 

LIk GENERAL CONCl.USION. 

On the whole, then, it seems to me that the present predominance of 
exports over imports jloes not represent a reai, iegitimate, permanent 
surplus of our produce which we might well e.xport with benefit to ourselves 
and our customers. The large exports of food-stuffs represent, not a genuine 
surplus of production, but a deliberate restriction 6f the standard of life 
and the minimum of subsistence allowable to human beings, which 
compels resort by the local population to under consumption, or of less 
nutritive stuffs, in order to provide a surplus for exchanging with cash to 
pay the Government dues. A growth of industries of the type hoped for in 
these pages is not only bound to redistribute population as between agri¬ 
culture and industry,* incidentally relieving, the present disproportionate 
[pressure on the soil; but, by iingroving the money incomes of the industrial 
population, so increase the demand for more extensive and nutritive con¬ 
sumption of jbod-stuft's that the seeming* surplus of to-day would vanish 
altogether. The same series of influences will <l)ring about an identical 
result in the case of the exports of raw m.Uerial. The more fully developed 
local industry would want all the raw material availalilc for it at home. 
With these two important sections of the trade of India knocked out, on 
the assumption that Indian economic evolution takes .place on the lines 
sketched out here, it may be questioned if the trade ballncc would at all 
take place. For while the imports of India from abroad may diminish, 
pari passu with the development of the local industry, in the sectipn dealing 
with manufactured goods, there would still be some imports, like machinery, 
implements, hardware, &c., which do not ieem to be lilcely for imme¬ 
diate production in this country. It is possible that the exports schedule 
may show an increase in manufactured ^irticles. But thi^ could not and 
should not be striven for as a set purpose of our national development for 
economic and political reasons. And, in any case, it could never fill up the 
gap—if one is made,—occasioned by the fall off in the exports of food-stuffe 



mid raw materials. Jute, oils, hides and skins or dressed leather are the 
only articles of which we mi^ht be said to have a peal surplus. Cotton 
Koods, ric^, raw cotton, and evcji su"ar may continiiifto figu(C in our exports 
schedule, without harming the internal standard of living. ‘But it is a ques¬ 
tion for the future to decide if, when such changes have been accomplisbed, 
the trade of India would lialancc. *, * ‘ 



Chapter V 

INTENSIVE INDUSTRIALISATION IN INDIA. 

• , 

Llll. POSSIBILITIES OF INTENSIVE INI)USTRI.M»ISATION. 


The preceding review and analysis of the .trade of India would h.ive 
convinced the student of this jvork that, all the important pre-r^iptisites of 
indnstrialisation obtain in this country. If Indi.i is still Irvskward, that 
could only b(''e.Nplained hy the absence of an .ictive policy of intense indus¬ 
trialism, which the Govtrnment*of India, for reasons (^f theii own, have 
sliown themselves unwilling; to adopt. We shall discuss more fully this 
tispect of the case in the section dealing with the Tariffs in India. Here 
we must observe, however, that while we considei the intensilic.ition and 
modernisation of indiistf)* in India to he proiluclice on the whole of heiielits 
to the country, we cannot he altogether hlind to the h.iidships or evils 
connected with industrialism of the type now so common in the west. It 
is, indr-ed, the fond hope of every rea.soualile nation.dist in a hackw.ird 
country that he would prolit by the lessons of othei countries, and .ivoid oi 
minimise, in his own c.ise the evils of .m inijjistrial transition that h.ive 
been witnessed in otlu r countries. There i-- iiothme inherently impossihle 
in such a. ho|ie; thonali, it must he conleseed, the economic history of the 
last half a century in tlu' two most succi'ssfiil ex.uii|>les of rajiid industrialisa¬ 
tion hy nationalist VNertions- -i’.erinany and J.ip.in -the liojie does not 
apptsir to have heen realised. * In .\merica the mere vastness of the coun¬ 
try permitted ,m industri.ti revolution to !«* .iccomplished, without the 
evals of the transition heiny m«td^ too p.iinfiilly irromiiieiit, t (piite apart 
from that sentiment of iiivincihle buoyancy, which in,ike,, everv cow-hoy 
feel himself, ^t only the theoretical equal, hut the |iotential reproduction 
of \ Morgan. .\nd, besides, the population in * .\merica was too sparse 

** The imj»r«'S!«ioii left on l.he mind ot t-t oniifim ''tudcni"' i.tiiuIku' only vntli Mn 
laotrungo is nune vivid ahouL lIh- < vi|s of mdiwtriftht^in m liLmuiny tlian in Japan. WlmtluT 
one rcids the Avorke of W. II. I'aMKon, l,)r. f^hadwi ll, Mr. harkei’ <n any otiiCr of that ilk, the 
eoiitJui-ion would ho iifewiittiijlo that (ho 'lory oi ‘lormun imiuMlyilmation i' not one con 
tiimous rut tird of paim only. 1 think the cxplanulitm nii;:hf, he .’•ouj'ht ifl the keener and more 
f«l|>ablc H>jpeof rivalry which the rapid dcvelopmcii tif <ierm;ujy foionl up'iu Knj.'Ii Ji wrftcru 
who are ua*<.'DHoiouhly tnnkino out a < iv<v for or agii>«t tiio p.tli' y prevailing; iq Knglami, all the 
time that they arc obtcuniltly atudyiu^ the I'ouditionu in laTitmny alone. Ij<.«idc8, the/wPcntialiy 
more philoBophieal bent of the ‘Jerniun mind iadiDO'i the* ik-rrnan wTjters themoelvuM quitc 
oarly in the transition to aei/-u upon and expohc the un.-a^oury features of thnutcenth cenUry 
industrialism. A Karl Marx ^ould only he a IJorman; thougl>>J. 5S Mill, an Knglii-h eontcni 
porary, wa^not less logical or even erudite. In Japan, on the other hand, eonditiona are Umj 
far removed to cause an acute sense of rivalry as yet among the European aavantn, tliough 
claw oouscioubQWO ^eems not to be uttor|,y unknowtfe\ en in the Land of tlit Kiaingyun. .Sinc;o 
192'J (lovermnenb io Japan baa distinctly undergouo a eliaoge inclined to favour the 
proletariat. * • 

t This does not mean thj^b works like Me i/un^ of Mr. I'pton Sinclair are without 
loundatiofl io fact. 



to make its pressure felt, a factor which explains also the relative freedom 
of France from perceiving too acutely the evils of industrialism. We in 
India cat,not afford to ignore the warnings of sp'many countries; and 
cannot press op with intensi'/e Industrialisation without a. thought for its 
jKissible evil consequences. An attempt is accordingly made below, at 
the cost, f)trhaps, of some repetition of the ground already cotered, to antici¬ 
pate the possibk' evils and suggest remedies accordingly. 

IJV. RAW |Vl\TERIALS AND FOOD-SUPPLY. 

As already pointed out, under existing* conditions, India produces 
sufficient raw material for industry within her own frontiers V) justify the 
amliition of considerable industrialisation, fnercly by aiming at manufac¬ 
turing the whole of One's own raw material only. But will the development 
of industry conllict with the food supply of the country ? The substitution 
of commercial crops for food-crops has already been noticed, if not quite 
unfavourably commented upon. * As yet the substitution has not gone to 
a dangerous limit; and all the iminovernents in the quality and quantity of 
the raw material for our industry that may reasonably be desired are 
capable of being accomplished by attention to ag'riculture alone, without 
any encroachment upon the area available for food-crof>s. Without consider¬ 
ing the possibility of the area that might be added to the cultivable land 
in India by the extension of irrigation, t we may repeat here, what has 
already been pointed out before, that the regrouping of agricultural hold¬ 
ings would alone suflice to |K'rmit that extensive and economic cultivation, 
which would guarantee us afl the increment in yield .and improvment in 
quality that we may desire. Attention to scientitic cultivation is another 
of such devices that has still {o be tried in India, But when all possible im¬ 
provements have been made in the fnethods, aids and holdings of cultivation; 
when all anticipable benefits have accrued, the problem of an industrialised 
country would not be over. It is ,a fact of modern economic life in India, 
that by far the greater portion of our population habitually lives under a 
minimum of deconl human subsistence; audit is no good for interested 
bodies to attempt to brush aside such cruel facts.; As industfialism 

* See ante, the eatiTimte of the wealth of India p. IfiH el »«!. Jute aiea i« actually fall¬ 
ing, -while only the n’Ai under cotton shows u deidnive increase in the 20 years of the present 
ceu'ury. 

1 There arc at present over 48 million acres under irrigation, nearly 20 million of 
witiuh would not have boon cultivated hut for artificial water supply. Cp. the A'jrieuUtirai 
Statiiliet of Hriliilt Min, Vol. 1 tw 1021 22. 

“Projwts have also been submitted to the Secretary of State for sanetion which, if 
Donstruoted, would add uiiotlie, 4J million acre,''; a total eve<itual area in British India of 
about 311 million aercs is thus at present coiitomplated from works sanetioned^or awaiting 
sauotion, irrespeolive of the natural extousion of existing areas and of new p^oject^ of which 
several are under coiisidoration, w-hioli cnay bo put. forward in future.” See the Trionnial 
fimitui of Irrigatiim in Mia 1918-1021. The chief works awaiting sanetion are the Sukkur 
Barrage in Sind, die Satlej Valley projeot in thd Punjab, and the Damodar Canal in Bengal, 
op. TAs Midu Tsar Boot:, 1923, p. 274 at. seq. 

t Snyi (bn I'iioal OomminMin! 
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develops, that portion must steadily come up to claim and obtain a decent 
standard of human comfort. There can be no justification for an indus¬ 
trialisation which woulfij^itarve out of efficiency, if not of existence® go per 
cent, of a country's population for the Ixinelif oi less th.m gne p.;r cent, 
the so-called captains of industry. .And the injustice would be the ;.;rimmer, 
if, as is not uuli!tely*to be tlyr case in India, even that i (x;r cent, is not 
national in that country. With a growing demand, then, ^or better and 
more plentiful food-supply on the part of our industrial population and 
its possible increase, we cannot be quite so dogmatic,—as the P'isc^al 
('ommission in its superior wisdom has been, by simply brushiuj* aside the 
statistical data^not siiuaring with its own preconceived motions,—as to 
hold that theri'’ is a real.expo|table surplus of food-stuffs in India even now. 
We hope, indeed, and l.ielieve that the improvements ^ind extensions in 
agriculture we have elsewhere suggested would so add to the food-supply as 
to meet all our immediate deficit in that regard; and it may be that 
reclamation of land not yet available for cultivation may guarantee ns 
against the probable defu it in the near future when our industries have 
grown to the stature we desire. But that belief cannot exonerate us 
from considering even now, if we would avoid in our country the repetition 
of some of the gravest evils of modern industrialism, the jiroblem of 
maintaining an ade<iuate proportion between the area devoted to food-crops 
.ind that to commercial crops. • 

l.V. CONCENTRATION OF POPULATION IN TOWNS. 

• 

Another problem of modern’indiistriHlism in Huropean countries is 
the excessive concentration of population in towns, with its attendant 
evils of insanitation, demoralisation, and-degeneration in physique if not 
meiitality. The depopulation of the countryside has not occurred in India 
quite to an extent to be perceptible; but the concentration in towns has 
nevertheless cwnmeiiced beyond the possibility of c^oubting. * The follow¬ 
ing figures for the doiren leading towns leave no room for doubt on this 
subject? 


*contiuLed from ii. 

• 

“An tttlumpt is uduaIIv iimde to support by atalistrs bh*- tlwifc Indin’s pro¬ 

duction of {(jtd is iusuflicicut to hcf pf)pu)atiou. •Cabiulnbioof* ore made of t)ie total food 
production iu*Indla; an averngp ration i 1 assumed whiuh in huitai'Io bo provide tin* whole 
population with what is regarded as sulficien y of food, aru^ it is then tihowii that kho food 
production of India is not adequate to provide the required ration^ Itub the subjoett is nob 
really susceptible of treatment in tnis maone'*, in view oi bl^ LOn;eitural natftre of nearly all 
statistical bases.” para the Majori y Report. On thii Authority (?) the work of moo 

like Or. Bowfey and Mr, Rownbree ( Hwmtn Nt&h of Laf/our ).iB of no avail! 

* “Only 9 5 per cent, of the population of Inriia are found^in towr»^> compared with 
78.1 per cent in England and Wales, and l5.b per cent, in Germany. Ratbor more than half 
the urbM population of India is found in towfls containing upward of 20,(lf)0 iohabibaots.” 
Indian Yotr Book p. 419 and the Ct^sus Report for 1911. The 1921 (Jenuus Report is iu>t 
yeb out ( April 1923 ), * 

93 •• * 




Population 

in 


Name o^Town 

lir21 

11)11 

,1901 

1891 

Calcutta t 

wtkV'd 

898,067 

« 847 , 79 g 

682,301 

Boml)ii.y • 


1 ) 71 ), 44.1 

776,006 

821,764 

Madras 

r. 22 , 9 .)l 

.118,660 

109,346 

4 ,'> 2,.518 

Poona 

f 76 ',flTl 

21 ); 5,:!16 

24 .^ 430 . 

162,080 

Lucknow 


2 . 19 , 71)8 '• 

264,049 

273,028 

halioie 

27 !l,.a ,58 

228 687 

202 1)64 

176,854 

Dellii . • 

30 ;f, 14>5 

232,837 

208,571 

192,579 

Ahmedafiiul 

214,202 

216,777 

185,889 

148,412 

Jfonare^ 

Itl 9 ,l»y 3 

203.804 

213,079 

223,373 

Cawu|i(,i'c 

213,044 

178 ,.').T 7 

202 , 797 ' 

194,048 

Karnclil " , 

213,781 

111,903 

116,663 , 

105,199 


Because the population has on the vvinole been growing, the increase 
in the towns seems not to have been purchased at the cost of depopulating 
the country. It is, moreover, generally speaking true of the Indian urban 
population, tliat even in those cases in which it seems to have taken to 
industry, it is still not divorced from all its connection with agriculture. 
Agriculture still remains, with all its hardships or shortcomings, the honour¬ 
ed and ancient, because it is the ancestral, occupation of the peoples of India. 
Modern industry in large towns does, indeed, offer temptation in the shape 
of large money wa'^es; and those that can do so avail themselves of 
this facility to eke out thei* scanty and heavily encumbered income from 
agriculture. But because the industrial population of India is not tho¬ 
roughly urbanised yet, the problem of civic congestion is none the less acute 
idready in India; all the more so as the hulk of the industrial population 
in towns is constantly migrating hctw*een town and country, and con- 
seciueiitly unable to claim a permanent, fixed hahipil in either. The careful 
planning on*, in advance, df the accommodation for the various sections 
of population in a modern industrial cityds yet a thing unknown in Inc^ia. 

Those primarily interested in the housing of the pre^'etariat in large 
cities are either, like the municipalities, still unaware of their primary 
duties; or, like the large-employers, unwilling to build houses thg.t might 
not find tenants if the rent is not charged on unremunerative lines; or, 
like the Government of Bombay, through their vast undertaking for the 
Development qf'Bombay unfamiliar with the A. B. C. of economic lay—out 
of a great industrial city, and iinahle to reconcile the financKl with the 
larger civic requirements. The solution by a Government scheme of 
house-building on a large scale may he right in principle; though we 
should have thduglit the municipality would have been the more prefer¬ 
able agency. But in practice, at least, as it appears in Bombay to-day, 
it cannot hut he condemned unreservedly, as had in finance and worse in 
town-planni:.g. The problems, of sanitation, recreation, amusements, and 
communications are not merely si(^e-issues—as they,unfortunately seem to 
be regarded in this country—of the central question of excessive con- 

' t Figurci! of Calcutta do not include the population of Howrah or the other euburb*. 
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centration of population. If, as we believe, industrialism in India will 
have to go much further and deeper if this country is at all to get her 
due in matters economic, the concentration of population in- a few 
centres is bound !c grow and become still moVe intense in the, near future. 
The problems, therefore, of civic housing sanitation and communications,— 
to mention only the tnost urjient and obvious—would have to be thought 
out far more carefully than those responsible at present ,.scem inclined 
to do.' 


tVI. fLASS—CONFLICT. 

In the abc^e review of the probable evils of too rapid an industrialism 
in India, we have deliberately orrfitted to give pride of [dace to the growing 
sense of proletarian solidarity, and its conse<iuenri', the cla’ss conllict, which 
is so prominent a feature of western industrialism. Class consciousness 
originates from the undue and excessive concentration of wealth, and all 
the power that wealth gites, in a progressively diminishing number of 
hands; coupled with a corresponding concentration of poverty, dearth, 
misery, vice, unhappiness jind dispaitin an ever increasing number of the 
luckless many. India is—at least in her industrial centres,—f.ist evolving 
this phenomenon; and the disgusting antics of the nouveau riche do 
nothing to palliate the evils. But while labour is as* poor in India as it 
is plentiful, it has yet to achieve that solidarity and habit of acting in 
concert in large numbers which alone can olitain it its just due. The 
strikes in India have mostly failedt—not because the quarrel of labour 
was unjust; but because it is lacjting in leadership that could grasp the 
problem of internal and external economy in each industry, and convict 
the employer from his owi. mouth of unpardonable selfishness and in¬ 
tolerable greed in grinding do.vi^ the labouring class. This is an evil, 
which, in the present temper of the Government, we are not only powerless 
to prevent; buj| which wc must resign ourielve;; to see increasing, as the 
■ foreign Government of India, for its own r>ellish v*nds, joins hands more 
and more with the capitalist class and suiqiort ihe latter. 


" 1‘rof. Patrick <M.'ddrs ImN, indeed, la-cn called in liy hr-%cral Sutt-:-. and (Jovern- 
meiilH to adviao Uicm on rFplannin^ till ir tovjj" 1 but so far un vifiiMc taiigilili- rti-uItN liavn 
act.Tued. The cmincDt’ tiiAsn-planncr had, Itesidc}*, n<i • asy ta'*k. lie had t<t undo in 
every case toe wront' already accomplished; d< t to on a rij^lit patli de novo, in evvy 

instance, thciefore, he had to fight vested interests whci her they' ailed tlieniselvei (iovern 
nient, Municipalities or Iniprovement Tracts, —with the unavoidalde eonwrjuenee of a failuro 
allround. The late^b instan e of eon'-rtte town plannirltJ, at the inatauee of th(f pre-enb 
fJovernor of Bombay, through the Development Dcparimenb Prof, I’edd^ has more tlian 
once deaeribed as the <Teabk)U o{ ” Bolshevik barriu ks. * • 

t Cajitalist < la8s eonseiouiineris is already apparent; and (lOvernmenb accMns to lead 
the way in its intenbifieation if we are to judge from the methods adopted in crushing the 

postal strike of in Bombay. « • * 

♦ The record of our t.^overnment in eonneetion with labour in tea gardens has already 
been referred bo; while its sympathicB in it» own cotiimercial defmrtinentj fi(‘#ot]ie in Tea-ingiy 
t;RUi9pareQt as capitalistic, re^en^ legislation in reatrieting the Lours of faf;bory w-ork, and 



At this stage, however, the question tends to be political rather than 
economic; and we shall accordingly leave it here as getting beyond our 
scope, with just the observatioj that the only ef»ctive ^plution, in anti¬ 
cipation, of this root problem of modern industrialism—the change in 
organisation from a capitalistic to a co-operative or collectivist basis—is 
impossible of acceptance in India. Co-opefctive production may not 
seem quite so Offensive as collectivism; but it has not been tried in India 
except in the field of agrarian debt reliefer credit facilities. The results 
in that connection are nfeagre, after nearly 20 years of trial.* The 
collectivist organisation as represented by our Railways-for examples— 
will not be txtended, as much because no honest trial is ^iven to state 
enterprise, thanks to the intervention of tbe Companiesas managers defacto 
of such enterprise, as also because of the unavoidable distrust of the 
present Government in the mind of the Indian people. There is, thus, 
nothing for it but either to allow the industrial warfare to intensify in 
India-that being a lesser evil than the absepce of industry altogether- 
or wait for and fight for meanwhile on the single issue of political inde¬ 
pendence in India, leaving the disposal, of such problems of our national 
economy to the free Indian Government responsible to the people of 
India. * * 

* Number of Societies for all India, showing the increase since 1906-07. 
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(Continued fliom p 17i)). ■ 

IS*.*^*^ Workmen’e compenention pointe ip, the same direction. It may juat be, however 
^t the perception of rivalry between tbe intereeta of Indian induetrialiate aad thoae of 

2 ^ a;r«thitrfrrr'"'r‘^^'^ a government J 

•how •ympatbiu for Indian Labour demanda, if not ae genuine deeire, to aasiet t}-- underdog. 
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(Continued from p. 180.) 

at least witli a view to liaudi'‘aj> the Indian rimnufa' turer in his ra'^o the Mritith. 

There would not he much to he thankful fur in that rveu% Shrewder induHtrialhftB in India 
have already he^un to perceive this cloven hoof iu the attemptM at I.iheral legislation for 
!al*ur in India; and they are t'^yiiig to o%bmHnoem re ity starting welfare iristituJ ions and 
liberal treatment on their own account. 

* The oul^iint'd tables show tlie i rogrebs the Cteop.M'ativc niovcnient in India 
since its ioce|)tion in 1904. * 

Kxcluding members of Cattle Insurance Societies at the end of 1915 Hi and 
1916-17 and those in Bombay and the United Provinces at.the end of 191 /-18. 
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Lvn. CAPITAL RESOURCES OF INDIA. 


There is a peculiar form of evils of modern industrialism, which, 
however, deserves more than passing notice. We have already referred 
to the slow and sjlent but steady growth of class consciousness between the 
capitalist and the proletarian sections of the industrial population sn India; 
and that consciousness in this country is rendered the more dangerous, 
because Of its connection with race complications. The legend has com¬ 
monly held the field so far that Indian capital is shy, and would not be 
coaxed into the paths of industrial investment for sdl the temptation it 
could be offered. We do not know if the capital resources of‘India are 
equal to financing the whole of Iivdian industry and agriculture with their 
capital needs of all sorts, though an att^pipt is made below to estimate the 

* looladw loani from Proviaoial or Oootral Banks, ' 
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same. We know it, however, as a fact that, in consequence of this legend, 
which has been weU kept to the front for obvious reasons, there has been 
considerable inspstmenr of foreign capital in,India. Of the total of 281.76 
crores of authorised capital in igxy-^o (or *i57-8i croros of paid up 
capital) in all the _^oint Stock companies working in India, if we regard 
Jute, Tea, Coal and Gold Mining and Banking, as mainly representing 
foreign capital investment in India, we get a figure rouglfly of Rs. 112.96 
crores for 192.5; to which if we add the sterling debt of tlje Government of 
India at £ 250 million, we got a round investment of foreign capital in Iivlia 
at the lowest of Ks. ^87 (?rores. * Taking into account flnregistercd 

* This r.^tliod of Galvulating is oliviously most uusati>f;w‘tory niavc takea al) Jute 
mills and coal companies and othA* mining venturer as being wholly financed by foreign 
capital, as also the Tea and other plantation ventures. It i>, ho\ve\(r*a fai t fliat of late a loft 
of capital in tliesL* eoneern:'has olianged haufla and come l»» hi otned hy Indian capitalists, 
though the mauagement of the industries m (juchtion i' Mill .iIubi*'*. entirely in non-Indian 
hands. On the other haml, non lndians are taking a bigger and ‘'igger slier of the invest 
inent in industries, whieli wc bj^\e assumed above to be tinan' cd wholly by Indians. And 
this does nut take any account of the foreign holders of the rupee debt, ol the < Jovernmetit of 
India, nor of the investment of foreign cafiital in India by private unregistered firms and 
individuals. On the whole the estimate of a witues-* before the ('hamberlain Cummittsiou in 
1913 putting the total foreigif uivtr'tnient in India at £ 400 million is, if anything, likely 
to he exceeded at the present time. 

By a calculation based upon the Si iK;k and 8lmri Lif'l- i Investors tiuidc and Sliarc- 
holder's t Ja^ett.r ) appended to the of 2’2nd Man h 1023*1 find the paid up Ordinary 

capital —including Debentures and I’refcrenec Slmtcs, larchtcd in the following concerns 
managed by foreign firms of Managing Ageiitfc in the piiniT|)al stwh excliangcs of India to 
aggregate Ils, 107'34 crores as per tahle below in detail. 

tIONCKKNS 
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2 Jute Milfb 
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i Doal companies ... 
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7 Gotten Mills 
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investment by private individuals and firms of non-Indian origin, as well as 
the non-Indian holders of the rujjee debt of the Government of India, 
the total'ibreign capital invested in India could not ^ less than 600 crores 
at the very lowest. To tiiis class is secured all the* most important 
and prolitable section of industry in India—the best of mining and 
mineral concessions, tlie best of guaranteed intei^st on ^aiKlays &C; with 
the inevitable rc.;ult that the labour and capital conflict in India is becom¬ 
ing accentuated by the intervention of race antagonism tinged with a 
suspicion of needless favouritism to foreigners by the existing Government. 
Dr. Gnin;;e;’s remarks thus become more tlvin ordinarily pointed under 
Indi an conditions. 

' I 

“It is only in^lhe uarly stagos of capitalistic production that foreign 
invastor's capital will bo viewed by a country as desirable. A.s soon as 
the spirit of enterprise becomes active in the country itself, attempts will 
not be wanting to replace .snob capital by foreign loan capital, wliirh leaves 
m the pe.ssesaion of the debtor country the exce.ss of its earnings above 
interest, thus operating to enrieb the latter 'more rapidly, and at the 
same time oliminatitig tbe unavoidable per.sonal inUuenee of the foreign 
eapitaliston the dome.stio eeonemio policy. The most in.sistent opposition 
to the foreign entoviirieer will lie found in the case of those' enterprises to 
which is entrusted the safeguarding of any special economic interest of 
the community in the hold of national defence, of trade, industry or rom- 
mereial policy.” {Hmttomic Vroti'ct/oni-^m p. d.ud) 

The question tlien arises whether India has actually come to entertain 
feelings of positive hostility to foreign capital inve.sted and managed by 
the foreign capitalist in India on his own account; and, if so, whether 
India has capital resources of her own lo build up tlie necessary ;ind 
desirable minimum of industfial prosperity. Gp the first point there can, 

I think, be no disputing the fact of tin acute racial tension, intensified still 
further by the spurious advantages which the foreign capitalist gets in 
India, though the Indian Fiscal Commission opined :—■ 

(Coutinued from p. 18;b)* 

Those figured relate only to lloint Stock C'ompmiics ragistered and working in India, 
whoee Hbares arc ((uoted on tlic [ndiiiu cxcliangi'd. C'oiniianies, therefore, which, like the 
Eiohango Banks and Iiidurnncc or Shipping Companies, arc working in India hut not 
regidtori'd in Ii dia, do not come under this rev iew, though tluir capital investment is as 
elTeetivo from the stand point of the drain as any other. The volume of this investment can 
hardly lie guessed, a4 also that of privafe unregistered investment in firms with one or more 
prdpriitois. Altogether the efi'eetive, pii\»te foreign capital invedtment in India could not 
be much under l.SO nrores, while the sterling debt only of the Government of India is £ 250 
million-, Pd, 375 eroros—or an aggregate foriigu invedtment of Ke. 525 crores-making a 
drain, at 8. p. c., of S(l crores of ru^ea per annum by way of net profit* on capital investment 
only. ^ 

Snys Mr. Rushbrook WilHnms iu/nrf»Vi in 1921-2*2. i920, notwithataodiag the 

oUminnlion of tho gre«t (vcrmim A^iatio Bank, ttio total number ( of Exchange diianks ^ bad 
risen to 16 of wh\ch the aggregate capital and reserves amounted to £ 90 million and the 
deposits in India bo £ 74 iniUion’' Op. cit. p. 128 >0. According to tbc Indian Book 

for 102H, those bgurea for 31st December 1921^ £ 97.2 milliou=146'8 crores of rupees 

in capital and Reserve. Tliough the vrhole of this capital ia not invested in ludia it gives 
some idea of the business. 
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" We hold, therefore, that from tlie economic jwint of view nil the 
advantages which we anticipate from a jxrlicy of progressive industri¬ 
alisation would he neccntuiitcd hy the free utilisation of foreigr capital 
and foreign rpsource^.”* • 

But such a view needlessly overlooks the actual facts. Evidence was 
laid before the Eomtnissionjtself which pointed to a state of acute t( nsion 
motived on racial grounds, which had penetrated even the ddnain of econo¬ 
mics. But the Commission chose not to discuss proposals ,ahout restricting 
the advent of foreign capital in India. The e.vist'ing tension is not merejy 
a passing phase. It would be much the more preferable course* to make 
recommendations with due regard to the actual facts, leaving it Ho a future 
and happier generation to rc(;ast the policy, if in thi'ir time the indisputable 
fact of racial animosity has died away. The Fiscal Commission has, 1 
think, failed to appreciate the distinction that the present hatred in India 
is not so much towards foreign capital, as towards the foreign capitalist. 
Under the present unfortunale political circumstances of India, the foreign 
capitalist is able to command the mystic sympathy of the identity in race, 
even when he cannot boast of a more obvious relationship, with the ruling 
caste of foreigners. ThanJes to this sympathy or relationsliip, he has been 
^able to obtain information and even concessions, which place him in a 
(Xtsition most favourably, but fpiite unfairly, to complete with his Indian 
confrere in business or industry. When once •.■ntrenched in business, no 
matter by what means, be is apt to regard his position and privileges as his 
property. He may lx; sensible ciiough to perceive these privileges to be at 
bottom wholly indefensible; but that docs not make him the less licrce in 
defending what he believes to be *10:1 properly. As a simple strategy of 
obvious expediency, he adopts an aggressive attitude even before the forces 
opposing him have deployed. His preserce in India is the more objection- 
ahli^because, in shaping the general policy affecting India, he wields an 
influence far greater than he could by any stretch of imagin.ation be entitled 
to. The conqueskand annexation of Burma in icSSb-y, for example, was planned 
and achieved largely, if not entirely, with a view to facilitate the foreign capita¬ 
list in exploiting the petroleum and other resources of that country. We 
Indians had the privilege to pay the cost—not merely of the war, but also of 
the deficit in the civil administrative charges in Burma for 15 years or 
more after the annexation. And the foreign capitalist* Jiad the fullest 
benefit. This, however, is not a solitary instance of la haute politique ih 
India being m.ana'uvred in favour of the foreign elements, and dead against 

Indian interests, as the history of our currency organisation can testify.t 

• 

The distinction made above between encouragerhent to foreign capital 
and foreign* capitalists is of immense practical importance. The latter 
under certain circumstances we wojjld be prepared to'welcomt. If foreign 

* Mian Fif.al Cotmmttim ( Msjority ) Report, para 289. * 

t See the preaent writer's Mian Ourreney, Ewchangt and Banking 1922, 

24 ' 



capital in India could be confined only to its legitimate return of stipulated 
interest only; and if its entire command, direction and employment should 
be left in*Indian hands, no one, could have a gre^i'objection against its 
being used to develop ItKlian industry. * But whcir'foreign capital 
demands as the price of its investment in this country, besides a handsome 
net return by way of interest, complete control a^d dircc^cion' of the enter¬ 
prise started byits aid, the intensely jealous nationalism of the ardent 
Indian nationalist,would rather consent to a postponement of our industrial 
deyelo|)ment than to see it Accomplished at such a sacrifice as the foreign 
capitalist has l)cen encouraged to demand. tThe majority of the Fiscal 
Commission'wepe inclined to believe, that it will be to Indian's interest to 
develop Indian industries as rapidly as possi\ile, so as to fninimisc the 
|x;riod of suffering .entailed on the consumer. And if, for this purpose, 
Indian cajjital is not forthcoming in sufficient quantity, they will have no 
hesitation to invite and encourage foreign capital. Said they 

“ Tfu! moi'ti oapitiid is empfoyed in the Jovotup'ment,, of the iiidustrie.s, the 
itioia^ rapid will be that development and therefore tho shorter will lie the 
period of Inirdon on the eonsumer.’’t 

But this dictum stands or falls with the asstimption that the Indian 
capital in tho re(]uircd,fpiantity is not forthcoming, and the advantages of 
foreign investments in India* are not fully understood. In my judgment, 
the experience of the borrowing programme in India of the various Indian 
Governments and semi-public bodies in the last decade ought alone to 
suffice to discredit this legend of the shyness of the Indian capital. Even 
conceding that tho success of Government'loans is attributable to factors 
other than strictly economic, 1 there is ample, evidence of floatations of 
joint stock companies since iqiq, which can no longer permit any belief in 
this myth. The subjoined table, gives ;t total capital outlay, including 
Government undertakings, in 190,S, 1912 and 1914. j 


* The pr»elic(-' 111 liuiTowinjf in forrign rciitrrs Iiuh al last enmmendod it.'clf to 
Indian induBtrialiats, ns if* nhown hy the lioginnin^ made liy the Tata Iron and Steel Co., Ltd. 
In floating debcuturca for £ li 3/4 million in London. A Rupee aeetiou has also been opened in 
tho listed securities otlfeially quoted oil the Loudon Stwk Kxeliange. 
t Para 'J89, Slajority Report. 

J See Sut// I'rorr ly Imlian finturc, Part 1\' for a criticism on the methods employed 
to make the war loans a success. 

8 This atatein nt has been taken from Appendix 3 to the written evidence of Mr. 
Findlay Shirrns, the Direetor,of Statistics, bulorc tho ludi'in Conunis.iun MimUM 

Bviiltnct, Vol. 3. p. 864. 
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Stcrt0tneift showing capital invested in India, so far as ascertainable 
from available statistics 
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7.01.') 

0,S27 

10,.')I0 

Cotton anil .Into Scianvs and 



Presses 

1,1.-.0.1 
;j2:! 

1,8t).") 

1,0.42 

I’apor Mills 

402 

43:1 

nice Mills ... 

1,1 It 

2,(108 

8(1.'') 

Saw and Timlter Mills 

d'.to 

7S 

‘22fi 

Tea Planting Co/e[»anies... 

i."),t;s2. 

IS.O.M 

22,7)80 

Coal Mining ... ... f.. 

i.iidt 

■I,880 

4,014 

Cold Mining 

2,7)7:! 

ll.lKW 

2,.")40 

All i.ither Comjjanit's iirduding 



Ceiu'fal Trading Companies 

. # 


2(1,307 

20,310 

Totid ... 

• 


04,2.'')9 

# 

II.—Cu})ital ontlav. deins, loans etc. - 


• 


It:.!'Wily.' 1 I'upiial .uitliv ) 

•-I’.o.lllj 

:110,1(«| 

,340,148 

IrrigiUioni ., ) 


:it,;t3() 

:i0,07O 

Tvlegi-upliK ( „ ) 

(l.l'llt 


8,37)0 

Port, Tni.iU ( capiiiil di-lt) 

0.1)11 

17,01(1 

1 20,100 

•Muniripul Loan.. 

l2.'.<o:! 

l.',,,‘»7 

10,0.")7 

Co-op"'?.t,ivo Soclotii-K ( puid-ut- 

• 


• 

oapitii' ) ... ... . 



.’■',977 

Total ... 


:sy,ivo 

434,007 

• 

Grand TolM e»(l,000)... 

• 

:! lS,7t;t* 

• 4.82,(148 


(lukb.s)... 

• 

• 

4,23,97 

7,92,40 


The next table relates ojily to private enterprise as distinguished from 
GovernmeiW; undertakings, and shows an aggregate authorised capital 








investment in private companies registered and working in India of Rs, 548,22 
crores. 


«. t 


Joint Stock Companies ^ ' 

Banldity Loan and Insurance 

Banking and Loan . 

Insurance. 

AuthoriseJ 

Capital. 

94,03,36,922 , 
74,55,81,200 

< ‘ Paid-up 
Capital. 

. 9,35,05,791 
82,75,091 

Total 

1,68,!')9,28,122 

10,17,80,882 

• 'I'radinij. 

Navigation . 

Railways and Tpamways 

Cooperative Associations 

Shipping, landing and waro-lionaing ... 
Printing, publishing, stationery 

Others 

39,03,90,000 

16,4 .',90,000 

37,90,940 
‘1,0-1,55,600 
2,19.72,614 
1,20,18,04,618 

1,49,88.063 

13,67,99,684 

13,36,674 

56,47,200 

73,75.667 

26,88,42.608 

Total 

1,80,17,63,772 

43,.19,89,896 

Mills and rresscs. 

Cotton Mills . 

Juto Mills 

Mills for wool, silk, hemp etc. 

Cotton and ,luto, Screws and presses... 

Paper Mills ... •;. 

Rice Mills .. ... * 

Flour Mills ... . . 

Saw and timber mills ... . 

Other mills and presses . 

hL.OS,98,000 
19,36,46,000 
7,.'’)6,7.5,0( (I 
5,64,50,47.-» 
68,00,000 

3,-15 35,625 
1,40,00,000 
1,34,25,000 
5,t;5,56,000 

19.79,81,784 

11,6.5,',5,985 
1,2.3,51,210 
2,67,83,085 
44,84,635 
1,22,31,613 
74,10,13.5 
83,60,618 
86,25,407 

Total 

9A,49,S6,1(K) 

39,47,54,472 

Tea and other planfimi conmn.ies 

Tea . '. 

Coffee and cinchona . 

Others . 

,91,980 

7,00 000 
3,32,26,000 

6,81,97,790 

5,12,9.55“ 

87,15,962 

' Total 

1-5,77,17,080 

7,74,26,707 

Mining and Q’larrtjiinj 

Coal 

Gold . 

Others ... 

13,92.02,120 
24,57,.500 

41,.56,05,530 

7,.t0,90,252 
17,8.3,656 
7,54,91,649 

' Total ■ 

55.72,65,1.50 

IT),18,(15,557 

Land and Building ... . 

Breweries , 

lee Manufaiituro ... ^ ... 

Sugar hi anuf acta re .'. . 

Others ... 

13.40,98,100 

45,56.000 

15,.56,845 
2,14,07,872' 
15,29,80,63.5 

3,64,05,932 

44,82,960 

11,26,979 

87,35,096 

2,1(1.67,2.58 

Total of all Companies 

'.),48,22,59,476 

1,23,21,.35,739 

.. .. stHtistirs fafts been taken from the 6/ British India Vol. I Oorameroi*| 

^sttCA,' No 1668 ol 1922 of the Deportment of Statistics page 10 7, *. 
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These figures relate to 1919-20, and are, accordingly, quite out of date, 
though officially they rre the latest available. Reverting to the.' method 
adopted above fcJr calculating foreign capital'in^stment in India from the 
Shareholders' Gazette appended to the Capital, \vc find the total carital 
of all the companieircgisteiyd and working in India to aggregate Ks. I38'94 
crores, of which the non-In 3 ian section totalled, as already observ.al, Rs. 
85'55 crores of paid up capital. India has thus found from her own capital 
resources something like 53'39 crores. * In another work t have cstiinatedf 
the total capital needs of India for the fullest desirable development ?it 
Rs. 1000 crores, of which about 400 crores would be wanted for agriculture, 
leaving 600 crores for financing new industries in India. * 

• . 

The question of timliiig the necessarv fnnib for iTi" csnililiRliment of 
all these vai-ioiis ventures has again anil again l een inilireetlv referroil to, 
l)ut not s])ociH(‘ftlly discussod. Hori’owing would no doulit liavf* (t) l»e 
resorted to on u large scale for the initiul omliiy, wliili all sultscquoni oxteu* 
sion.s may lie <*xpect('d to I'C met out of tlm current rcvrnuc.'''. Tim (lovorn* 
ment of India Iins already accumnlatt*(l consifloralli* reserves for tlie 
staliility of tlie Anglo-Indian excliange crores), and for the convertild* 
lity of the Paper nurnty in circulati»»n (oO eror(‘s). jioi-lion of these 
funds ma}’ ho safely divei-ted to .'^iich jirojects. particularly if simulianeously 
inipruvcniHiits in hanking facilities I'eiidc- the apprehensions ahonf. 
exchange and eonversion relatively iniiocmm.s. 'Wiere are, lie.sidoH, eon* 
sidfraMe annmnts locked uj) in cliaritalilc •fund'-, which miglit., if fhe 
(lovornment commanded the full contidenco of the conimimiiy, he utilised 
for the same purpo.ses, The sums possessoil hy religions Imdie.s, and re¬ 
maining practically utterly idle, are another source of capiiaj, which a na 
tional (iovernnieiii, of India must tap rather ilrtin render it.s cr(*dit sensitive 
a resort to foreign money nrnrkeis. It wtuild \ t' hold to riiv liow mneli 
of the immediate capital r<-*quiiements of Indiu eonld la* pi-ovided Ity India 
herself; hut a modest esiimate might snggesi* iliaf half tliosc needs could 


I 

o 

3 

5 

n 

7 

8 
9 

10 

11 

12 

13 

14 
16 
16 

17 

18 
19 


See Tal)le compiled from the Cafti'f'il of ' 
Banks 

Traosporf ... 

Cotton inill.*! 

Mi'w'ollaneou'- 
JutemillH ... 

Coal Companic*- 
Elc^trir! 

Krgineoiing ... ... 

lVf» (Jotnpaniea 

Insurance ••• • ••• • A* 

Cement ... ... ... .'•• « 

Sugar ., 

Oil mills. 

Real property and zemindary 
Chemical ... * ... • 

Sa# millft ... 

Flour millrt ... 

Pressing COTnpaniea ... •... 

Paper mills ... ... 


‘2:1 

.9 


• Total 

t St% Sixty Year$ of IwUan Finance pp. 270 et seq. 


27,47,21,729 
21,R2,32,fll6 
20 , 81 , 20 ,fl 64 
17,13,62,622 
I3,I6,44,9.'>ri 

H, 88,00,404 
f<.72,84.270 
7 62,76,660 
3,96,89,836 

I, 89,56..^ I 
1,.''>5,2;,667 
1.20,63,126 
1,09,8*2,060 
1,02,66,000 

9.3,78,380 
73,60,000 
4,4,96 000 
31,66,000 
11,38,226 


138,94,49,798 
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be met by indigenoufi rnsouroos if only the Indian financiers know the right 
means to set about their business. "* 

m f 

... » , 

In the saeie work from which this extract is taktsn the resources 
available from the sources named are roughly estimated as follows:— 


t Savings, r.anks Depo.sits. 

Half of Paper r.iirrency and Gold Standard 
Keservi's... ..I 

3 Int reased d<3)0sits by improved Haniiing mc- 

thpds . 

•I Pnhiie I'riist mo,lies ' . 

5 Portion of capital locked up witTi Religions 
ISodies and charitable endowments ... 


Rs. 20 crores. 


„ ho 




50 >. 

' 30 


Total... „ 360 

I have not included in this the capital availalile with Indian princes, 
and which might be re(|iiisitioned for service in„the cau.se of indu.strial 
development; nor do I think it right to take into account only half the above 
reserves as available for industrial purposes. Altogether it would not he too 
much to conclude that'Rs. .|po crores out of the 600 crores needed for Indian 
indirstrial development can he had in India itself, if only we would go about 
the business in the right manner. * 


This last condition really contains tj^e crux of the entire difficulty 
about capital. India has not yet developed the institutions to attract and 
employ the idle capital of tlig,country. Pefore, thcretore, deciding to attract 
foreign capital it is necessary that we try all, those measures which have 
been tried in other eoiintiies for coaxing out the. indigenous, hoarded wealth 
in each country. An Industrial Rank, for example, of the tyoe outlined in 
another work of the prtsent writer on 'indinu Currency, Exchange and 
Hanking, is still a desidcratuni in India, and we c.innot say how much it 
can assist in liuauciiig the iiidiisti ies of India. The adoption of such devices 
as the (Urn system of payments, or the chciiiic, through the agency 

of the already existing lm[)erial B.uik, might help to increase the deposits 
in the central banking institution of the cmmtry to a degree that cannot be 
precisely guessed by people who have noftijed at all the experiment. It is 
also possible so to ,dter the laws rclati'ng^to the investment of Trustee 

* I'c n-.i; of Iwli'in, Finf.nr,- Pago, 

• TKin ojitiniatc of oun'apital rcquironu’nfs is on the a««smnption ai) new 

ludubtry, like Hhip Uuilding, niul tho oxbonnion of all tho existing industri**?*, must Uo conduct¬ 
ed and financed on tlu* t‘oll.o.,ivisf, or at least fhe eo^opora^ionist, baMs, that would guarantee 
the greatest posMiilo a“Iiiovcmrat of o onorny in tinan'iering. The oapita) needs on the 
priu-nplo of ounipii'Mtivo private ontorpri.so on indiVid'ialist basis would, of course, be much 
greater and tho wastt* ul.o would bo proportionately greater. 

t, Op. cit pp. 381-40U 
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Securities and analogous funds, through an institution guaranteed, as the 
Industrial Bank should be guaranteed, as to obtain very eonsidorable funds 
for the financing of new ^industries in India that can be reasonably ^ixpeetcd 
to yield substantM returlis in a short period.* 

• • 

Cntil such 1 ,'xpi^ients have Ireen tried, it would be improper to insist 
upon free encouragement to*foreign capital for investment in India, in view 
of the unfortunate political conditions of to-day. On the dtlu r band, no 
one familiar with the Indian economic conditions of to-Jay could ignore 
the difficulties in the way of excluding foreign c.ipital fioni India. 'Uie 
majority of the Fiscal Oomniission was, indeed, eiee dy iiegligonl* .uid slip 
shod in its obstrvation.s when it wrote ; - , 

• . 

“It ie pvi'lmp.s mil gi'lll'llllly 1 ' 1 ‘aheeil llml lei' law :U |ne .-in pr.ividl'a 

1 Iml, liny eiiiiijuiiiy IriMlinv in liiiliu iini-l Ue i ,•,! m imlin.”' 

There is no such l.iw. There are m.ou;' ul hiiiioiig, shipping .ind 
insurance companies, which, lliough tradiin.: on .i \eiy large .< ale In India 
were yet registered in Fiigland. (juite apart from the venom ol already 
vested interests, there is tile further hictor of diliii iiliy in defining a “ for- 
, eigner''in India. For all practical piir|'Oses a !hatislna is a looigiier in 
India; and yet the fiction of the |)olitical iinily of ihe Hiiiish Finpire would 
cause, we may be certain, any .imoiint of lia|(i.-liifis wlieii we de.-^re .1 
restrictive, delinition against tlie foreign Ih iti-li eluneiil in India. The 
race bar will have to be reversed, if the coiiacioiisness of Indi.iii sell-respcct 
is to be recognised and given effect to. No yolilicai pn jiidiee or lacial 
animo.sity need bo perceived in tln^ ])iiii;lv eeoiioiiiic con iilei iliuii of seek¬ 
ing to finance our indnstri-’.i as far a- possible liy uiii own i apital, and 
thereby eliminating in .idvancc one impntt.int diflicnhy in the way of tackl- 
in;ithe problem of industrial p'^ice in IikIm - the problem of ojiposhig 

* Inal's gH V ol IJif .Mdidi-ity Hc|Kirl. ''iitiioifl y l.li' I tl;iy, lliv TrHinwayf^ 

and Kkftric .Sap]ily C<\ thou^li doinj'the Il7.o^ n i iFUK-istin ln'li.t vft’ yt »t'fjjisti-red 
iu London; wliile tlic piTucipal jiujiianietd uJlvavh 111 lutlut lin\<: al! iIm h roiu 

panics in Kiijrland. !• isciil i i.!iiii;i> i'-)i l:< port i'' a d>» uincnl diawn up in t4io 

inobt oarelebH and intiiicii ni inaiuior rt'tN.it '‘ly p'i'ily iitiiii tl,r‘ mi flli'^Fiit c anrl 
ability of tliobc cntrui tcd vitii ihe lank. 

Hcic it an ollicial cuntradu iion. d AV/n// ' nj ■/‘■c Mv.ai amt Maicnaf. 

/Vo'/iCNf q/ /-rfiiay'or UMll 2 fo lHU-12./ *« 

“Tiic above liguren do not. in' lud^'thc iiuinc*i'*u'- .tud nojiuitaui ■ oiupoiH-. that, 
carrying on kuainons in Innia, ari^'f-giftcn-d in i^lur ■(lujihi'i' aiid ka\o llu ir ' apital Jii 
money other than Indian. The numljer of comp'tiiu i ofihi. doMriptiou (.airyin^ on woi'k 
ejrfuMftiy or no, in Inrlia, iiio^tly uith bt< rlii g i iijtiial, \\n\ at ilu; ruil ot 191 ho fai 

aa ki.o\M), 373, with a paid up capital of , JC l-iaolt.f L 10,35)1,Odd dchi ntuica” 

I Op. db. p. 298. J Jhougti tUo haw rclfifing to .Joitil. .'.h ' k Oaupanifh altcrci ami t un 
ftolidated in»1913, it m no way compel' every Loni|»finy “trailing lo Jidia to he ngihtind m 
India. According to table No. 5d in the A'laftato’" of //Wia, \'ol. I Cominti' ial Stiti*- 

<*<*! page 122-6, there were in all 034 jjpcL compaaits incor|K)r*tcd outnide India, but work 
ing in India on the Slat March 1920, with an autborined caijital of il 600, 20‘1, 099 of which 
M 420, 632, 910 was paid up, without inclu^og £ 102, 729, 703 worth of*debeutures I'^eued 
by auch compaoies. • 

% 
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vested interests of foreign capitalists. It must be admitted that we in India 
are neither first nor alone in showing this distrust of foreign capital. The 
jealousjiof the alien colours the whole of the Comrpon Law of England; 
and oven todaj/in free tradi^ England the foreigne/is, by Jaw, not allowed 
to be a proprietor in part or whole of a British ship.* In China they have 
laws against granting mineral concessions tp foreigners,. and so also in 
Roumania, Greece or Chile. Even in the Cdimmonweaith of Australia, 
as late as igei, they passed a law called the War Precautions Repeal Act, 
section ti of which provides that no company, in which more than one-third 
of'the shares are held by .aliens, shall acquire any mine or interest in a 
mine, or carry on any mining or metallurgical business. It forbids a 
foreigner to accpiire any share in any company incorporated i!i the common- 
wc.ilth, without an e.’tpress permission' in' writing of the Treasurer. 
(Section II). France, also, has followed suit in 1923, and has forbidden, 
the acquisition of any property in France by a foreigner. With such 
precedents, and with their experience, it would not be unreasonable for 
Indians to require that, at least in certain specified cases of vital impor¬ 
tance, the investment of foreign capital must be restricted, t The e.xploi- 
tation of all forms of mineral wcaltli, the manufacture of ordnance and 
munitions of war, the socalled key industries like ship-building may be 
cited as instances wherein, if only for the sake of National defence, we 
must have an exclusion of the foreign capitalist. In all other cases room 
may be left lor legislation for a preferential treatment of Indian capital; 
which, however, will not be satisfied by merely requiring rupee capital, 
Indian domicile, proportion of Indians on the directorate, and a compulsory 
provision for the traiinng of Indians as ap|;irentices in such concerns to be 
enforced by law, as suggested by the minority in their dissent to the Fiscal 
Commission Report. 1 . 1 ' 

This somewhat long discussion has been interposed at this point to 
emphasi.i:c the double evils of capitalism, and class consciousness fostered 
by it, as the characteristic outcome of Modern industrialism. We shall, 
certainly, not he able to avoid all the evils of modern industrialism simply 
by restricting the inllow of foreign capital, if we suffer unrestricted individua¬ 
lism to dominate, and private gn^cd to motive, the new ora in this country. 
Restrictions upon or exclusion of foreign capital arc desirable only because 
of the help they 'render to avoid political complications. In themSelves, 
therefore, they would do only one-half the work before the careful and far¬ 
sighted statesman of India, who would avoid or minimise the evils of 

* Tiic Mt’MhwGt Miiippiiig Act of lSl)4, S, 13; Tlie NatuiAlisatiou of Alien’s Act S. 1. 

t "Iho uccepted tiolicy in fViis regard to day has thus been luintnarised. “The settled 
policy of the Govoroineot (f India, as I think wo Ilave lueobiooed more than ,0009 io this 
asaembly, is tUnt no concession should be given to any firms in regard to industrios io India 
unless such firms have a rupee capital, unless such firov) have a {^oportioo, at any rate, of 
Indian Directors, and unless such firms allow facilities for Indian apprentices to be trained 
in their works." Mr. Obatterji in the Degislativo Assembly of 2nd March 1922. 

X Paim SI oi the Minute of Dissent Op, oit. 



modern industrialism. The other half will have to be achieved by recasting 
the accepted, or providing an alternative, organisation for new industry. 
Personally, I wo,uld prefir a frank acceptance of the collectivist principle. 
Kvery new industry, which, like mining or ship-lniilding, requires to lie con- 
iliicjed on a large scale in order to be prolitable, should be I'lndei taken and 
operated by the state dirdk^'; so that all the prolits belong to the comnui- 
nity and be returnable to it in the form of rerluced prices to the consnnnr, or 
higher wages to the producer. Ilut, once again, the political misfortunes of 
India bar the way to an honest attempt at collectivism. The unavoid.ijile 
suspicion which hangs upon i» foreign government with the anttcedents of 
the Governmiyit of India cannot but make the people chary of trusting .i 
proved traitor with fresh re<i()oiisjbilities. It would thus be sounder polities, 
if somewhat crude economics, to propose, as a solution of the likely evils of 
modern industrialism, that production be organisid on tlie co-operative 
principle, somewhat on the lines we have already suggested above in connec¬ 
tion with the cotton industry. * Co-operation has never l>eon tried in India 
in the held of Production on a large scale; but that is no reason wliy it 
should not be tried now. In countries which have tried it, tlie verdict of 
e.xperience is by no meairs unanimously in favour. I hit tb.it, |)erliaps, is 
• just the reason why co-oix-ration should be given a trial, witboiii which 
the inherent defects of co-operative organisation in production will fail to 
Ire perceived or duly appreciated. WTietlicr,# therefore, we Ibink of tin.' 
conserv.ition of our foodstuffs and raw materials; or of the di, popnl.Uion of 
the country-side and the concurrent growth of towns with all tlieii problems 
of sanitatior.. communication, demoralisation; ar, linally, of the root-evil of 
modern industrialism—its imeqflal distribution of the reward for labour, 
intelligence and enterp'isc; the adoption and extension of the eo-oper.itivc 
principle affords an admirable vui medic, an excellent half-way bouse for 
th« only real solution of the eiuirt problem, vi..'. collective owiiei ship, control 
and operation of the means of production.^exchaugc and distribution. 



• Chapter VI. 

DIRECTION OF THE TRADE OF INDIA. 

LVIII. OUR PRINCIPAL CUSTOMERS. 

A review of our trade with different countrifs* showj some remarka¬ 
ble changes.' IJefore the' war the chief countries from which India 
drew her imports were United Kingdom, Germany, Java, Japan, the 
United States, and Austria-Hungary. In iyV3-i4 tfie finited Kingdom 
supplied 64 p. c. of the total imports, Germany 7 per cent, Java 6 per 
cent, Japan and^the United States of America nearly 3 p. c. each, and 
4mstria-Hungary 2, or a total of 85 p. c. of our import trade. On 
the othet hand the six chief destinations* of India’s exports were the 
United Kingdcyn 24 p. c., Germany.10 p. c., Japan and tli^ United States 
of America 9 p. c. each, France 7 p. c. and lielgium 5 p. c. or a total of 64 
p. c.' Obviously the export trade of India was much better distributed 
than the import trade. It may also be noted, with the single exception 
of the United Kingdom wherefrom we imported more than we ex|)orted, 
India habitually exported more than she imported. Germany, it is equally 
obvious, was, before the war, the best customer of India, l)oth in Imports 
and Exports, next after the United Kingdom. The overwhelming predomi¬ 
nance of the United Kingdom in the foreign trade of India is due rather to 
her political inlluence than to the economic excellence. The following 
table gives an idea of the distribution of our foreign trade in the present 
century. The figures are gtyen in per centages of total imports of merchan¬ 
dise, and of total exports of Indian goods. They have been compiled from 
the Decennial Report oj the Moral and Material Proifress of India for 1901-2 
to 1911-12 t and the Review of the Trade of India in 1921 - 22.1 
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1,5 

O.Si 

1,1 

0.8 

05 

4.5 

8.s! 

(>.8 * 

*.8 

9.4 

4.6 

8.9 

1.0 

0.9 

l.li 

1.1 

0.9 

1.8 

■ 0.9 

1.0 

. 4.8 

1,9 

2 2 

1.9 

2,3 

0.1 

0.2 


l.t 

0.8 

O.o, 

0.9 

1.1 

0.8 

1.2 

6.8 


..1 26.41 26.4: 29.5 31.11 30.0l I 


iIk 7'rojt of Imth/or 1914-J6 ch. II p. 11, 
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EXPORTS. 


United Kingdom*. .. 


1 

25.9 

2(1.: 

T 

2(1.« 

23.4 

29.S 

21.9 

20.1 

Straits Settlements .. 

! ."i.f; 

1 3 . 9 ' 

.3.2i 

3,<J 

0 ^ 

2.3 

3.,'' 

3.1 

Horgkong . 

: tj.i 

j 4,8: 

.5.1 

i 

3.7 

3.1 

2.8 

2.9 

2.7 

Ceylon ... 

! ;i.j 


::.l 

j 

3.7 

3.(1 

3.4 

4.( 

5.0 

Australia . 

1 i.y 

1..5: 

I,.’- 

i 

1.3 

l.fi 

1.0 

2.4 

l.fi 

Manritiu.s . 

I 1-’ 

(i.ti, 

U.t 


U.t! 





Total Br. Empire... 

47.1 

42.6! 

• 

42 . 4 ! 

41.6 

38.0 

• 

44~2 

42.6 

• 

41.2 

Germany ,,T 

S.4 

12.0^ 

9 . 8 ! 

10.2 

10.fi 

(14 

3.4 

fi.7 

United States 

c.y 

' ?t9: 

7.b 


7.0 

8.7 

14.8 

14.7 

10.0 

13.7 

Japan ... . 

.">.7 

•vb 


7.5 

9.1 

• 14.2 

9.4 

Belgium 

:!.9 

4.9| 



(1.0 

4.8 

:l 1 

5.0 

3.3 

France . 

7.:f 


(1.2 


(1.2 

7.1 

5,1 

3.7 

4.0 

Jara ... 

().;! 

0 , 7 : 

Us 


1.9 

t).:s 

o.fi 

1.2 

3.3 

1.7 

China ... 

at 

o.Bl 

4.7 


4.5 

2,3 

3.3 

4..") 

Aiiatria-Hungarv 

i.'j 


:t.5 


3.4 

4.0 

0 1 

0.3 

0.3 

Italy . 

2.4 

;»_oj 



2.8 

3.1 

2.5 

2.fi 

2.4 

Total Foreign Coun¬ 
tries... 

* 

i 








52.9 

57.4! 

1 

57.6 


58.4 

62.0 

• 

55.8 

57.4 

58.8 


•r 


Several points of cardinal importance in trade (lolitics emerge from 
this tabular statement. The order of importance for ten of our principal 
customers, in imports and exports was as follows at the beginning of the 
century and now:— 


Order of importance of our Customers 


In ' 

Imports Kxjiorts 


In 19-21-22 


• Imports 


Kx ports 


r nited Kin,Lrd'*m 


I Dniieil 
- Au.-^'.ria 
• ► (U*rniany ) 

•4 Bolginm j 
•”) StraitK Sottlr- 
raenty 

(> Maurit -iis. 

7 United State.** 

8 France 

J Hongkong 
10 Itnly 


(lermiiiiy 

llungkon^'’ 

France 

United States 
China 
,1 a])an 

Straits Setlmts 
Belgium 
Cey lun. 


F’niteti Kingiluni 
J ii \;i 

United State.' 

.1 a]iaii 

Aiibtralia 

(I'ormaiiy 

Belgium 

Strait' Set tints 

CTiina 

Italy • 

Manritii^' 


linited Kgdui 
J apaii 

L-Tilted States 
(ierinany 
thy loll 

•China 

Ki'anco • 

Bel^ ium 
Straits Sottinis 
^Hongkong 


W hil?the United Kingdom has retained the first place in both cases, 
her trade is howeyer steadily declining, the«imports f/om her falling from 
64'5 to 56.6X and exports declining frpm as'iX to 2o-i p. c. The fortunes of 
Germany have varied for obvious reasons, and, while the prcs*ent unsettled 
condition^ last, it is impossible to believe she would recover her [Ktsition 
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The most remarkable rise is that of Java, which from barely J p. c. at the 
lieginniiiK of the century now supplies nearly 9 p. c. of our total imports. 
Moth 'he United States and Japan have enormouslij fmpro^ed their position, 
equally on tht; Imports as \vell as on the Exports side; anS what Germany 
seems to have lost apfjears to be more than taken up by these two. .The 
British Umpire collectively also shows a decliiVnf: tendency on both sides 
of the trade 'schedules, while France, Belgium, China and Italy pretty 
nearly maintain,their position. The most acute rivalry in the near future 
thus seems to lie between the United Kingdom on the one hand and the 
United States and Japan on the other. 

I.IX. tHG CONFLICT OF INOIAN AND IMPERIAL INTERESTS. 

#> 

As the impoijts, however, arc far more considerable from the United 
Kingdom; and as the Indian ambitions in the direction of indujtrialism 
woulil lirst be directed against the cutting of these imports by developing 
corresponding industries in India, it seems more than probable that protec¬ 
tionist sentiments in India will not be satisfied without a definite attack 
against the British position. The following table relates to the share of the 
princip:d countries in a dozen leading articlesof imports into India in igzi-zz- 


Oountrios. 

Iron & Steel. 

Machinery. 

Hardware. 

0 

}-, 

0 

0 

S 

cc 

■2 

a 

a 

s 

u 

p 

a . 

cs T- 

U .4 

71 
i « 

o'" 

0 

§ S 

^ s 

M*" 

CS 

te 

p 

«} 

7) 

0 

P 

a* 

Mineral Oil. 

Paper. | 

Unllotl 


• 

8.1.2 

12.1 

.">0.0 

97 .T 

(18 9 

.81.2 

13 

0.8 

()4 8 

.I.O 

48.0 

Stalf's 

‘JO.'.I 

l;5.2 

17-1 

24.ri 

0.7 

19 9 

1 + 






Germany 

5.1) 

l.t! 

10. t 


0.2 

2 9 

0.1 



. 5.0 

... 

8.1 

Bolgium 

1(1.1 

(!..") 


S.3 

0 4 




2.0 




.1 apan 


... 

l.-t 


... *’ 

1.1 

11.4 

47.2 




"... 

Franco 




4.4 




2.0 


i(i.4 



Italy 




t-I 


1.3 

O..'') 

7.0 


... 



Ciinailii 


• . .. 


7.7 





. 4 




Auslralia 



... 


l.l 







... 

Notlicrlaails 



... 

... 



2 0 

... 



.V. 

... 

Clnuii 




... 

... 



:^7.^ 

... 




.luvii 









87.2 


... 


Miinritiu.s 



... 


... 




8.1 




Pi'vsisi 



... 





... 



45.0 


.VfliriKH) 





... 






11.9 


Norway 












9.8 

SweiU'O 






... 





... 

8,.'> 

Total (ratio of . 













tliost*... 

IK).7 

its.r» 

9.1.4 

94.7 

1H).7 

i)6.5i 98.d 

' 

97 

• 

98..''. 

pi 

97.4 

74.4 

Total truite in 








■ 





uroi'OM... 

3 M'J 

34.a6 5 0^' a 7 » 

! 1 

18.91 

♦ 

5.1556.04 

13.99 

50 3 7717.34 

i 

3.34 


Practically the whole of our import trade is derived from 5 coun¬ 
tries,,three in Europe, one in America, and one in Asia. In every case 
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the exigencies of the late war had compelled the United Kingdom to sur¬ 
render a part of her trade, which, however, was taken up not hy India, as 
ought to have t)^n the gasc, but by the priru^ipal foreign rivals of'llrit.ain, 
notably Japan and the United States. If India Jtliould decide inion a policy 
of protection to her own industries, and adopt every possible measure of 
active aid to develoji them,* the lirst and the most considerable sufterer 
would no doubt be the British Isles. But if lliere was no other reason 
justifying the adoption of energetic measures Iw lliis country to develop 
her own industries, this alone ought to suflice ; that the experience of the 
war and after, showing with wJiat ease foreign countries can take up die 
British Trade,,and thus deal a blow, not only to the pros^x;r.ty but also 
to the economic integrity oj the F.mpire, justilies the attempt by eai h 
component part of the Umpire to develop its resources to the fullest 
capacity in all directions, if only to maintain the e;onomic integrity and 
sufficiency of the Umpire. We shall discuss more fully the question of 
Imperitil Preference in the Section of this work dealing with Tariffs. But 
we may point out here that the adoption of active measures by India to 
safeguard or promote her own industries, thereby curtailing the imports 
from abroad, could not be effectively re.sented by any conutrv now taking 
, our produce, as the latter is in most cases essential for the national exis¬ 
tence of the countries concerned as shown by the following table of our 
Exports : * 


* This Foot Note ud the previous table have beeu compiled from tfie drojwif /ten’ea 
0 / tht Trade of IwHa for lSil-2!2, 



Tea Jutk(eaw) Cwros (e.w) | Oic seeds * Food obaies 



JTotal value of trade Es. (Lakhs). 14.98 18.22| 30.83 14.05 28.27 30.00 41.04 53.97 25.65 17.40; 45.14 2-9.99 15.95 9.90 
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LX. CHARACTER OF OUR BRITIStJ AND NON BRITISH TRADE. 

In the latest yearS^r which figures ar0,available, 31 p. c. of the total im¬ 
ports from the United Kingdom consisted of cdlton manufactures including 
twist and yam, while metals and their manufactures, machinery and railway 
material accounted for another 41 p. c. The principal articles of exports 
to the United Kingdom were tea, raw and manufactured jate, seeds, food- 
grains, raw and tanned hides and skins, and raw wool,—representing 69 p.c. 
of the total exports to that destination. 

• » 

The other British possessions together show a trade of ,78 crores, of 
which the imports were 26 and the experts 52 crores, while* the total trade 
with the United Kingdom was 260 crores, of which imports accounted for 
151 crores and exports 49. If we leave out Ceylon, which is really a part of 
India, and the Straits Settlements, which may ri;a3onahly be regarded as 
coming within the Indian 2onc of influence, the trade with the other 
members of the Empire rlould Iw iiuitc insignificant. * 

In regard to the trade with foreign countries proper, wc need notice 
only the most important ones. Japan is now first among the foreign cus- 
* tomers of India, her total trade being 52‘26 crores as against the U. S. A 
trade of 47'2i crores. Together they account f|or 66*p. c. of the exports of 
India to foreign countries and 52 p. c. of the imports. Chief among the 
imports from Japan are cotton manufactures which accounted for 48 p. c. of 
that trade; and that country also supplied the bulk of our imports under 
■ glassware, matches and silk mamifacturcs. Machinery, mill-work, hardware 
&c. have also liegun to be exported from Japan to this country. On the 
exports side, 84 p. c. of the total lndo-Japancs<» exports were accounted for 
by raw cotton alone. Other o ;pj^rts to Japan were raw jute, gunny bags 
inSigo, paraffin, wax, bones, rape and sesamum cake, rice and shcllac-which 
all increased iu values in 1921-22 as agaiiftt 1920-21; while opium decrea¬ 
sed. In every article of trade with Japan, there i% a keen rivalry both of 
Indir^ products and foreign goods; and so the Indo-Japanese section of 
our foreign trade is bound to prove most interesting when new departures 
are undertaken in our trade policy. 

Not so, in all probability, as regards the Indo-A’merican trade. By 
her situation, resources and industrial position America is removed almost 
wholly from any danger of successful coTfipetition in some of her “speciali¬ 
ties." Her trade with India as with most other countries of th'c world 
may be regarded as rpally in the nature of surplus and spiecial products 

• Id fclie aaaiul Jlinew a/lhe TracU of India in 1921-22 (p. 30) the trade with Egypt 
ie diwuseed under the eeotioii of “other pritbli PoMettione.” Illo not know whet jiutiflce- 
tiou there can bo for niich a treatment. The above figurea, however, being taken b^ly 
from the Beview, repretont a vitiated st^e of affaira. It must be noteAtliat much of the 
trade with Hongkong and the Pvaian Gulf it really in the nature of non-toritiah trader at the 
imtnedUUi^wipIrats are not altimatg o op am n ers. , 
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being exchanged; and so artificiail helps or hindrances are likely not very 
seriou^ to affect her position. This does not, of course, imply that, as it 
is, there is no rivalry felt between the United States*and J#ipan. The prin¬ 
cipal articlfts imported "from the United States werS motor vehicles, 
mineral oils, iron and steel, machinery and mill-work and hardware—these 
five making up a total of 70 per cent, of the totM imports from that country. 

• On the other iiand, exports included raw and manufactured jute, shellac, 
and raw hides and skins—these accounting for 86 per cent of the exports 
to U. S. A. In either case each of the trading countries seems to be fairly 
snuglyenft-enchcd in its own position, and artificial aids would not much 
affect their'respective position. . 

The trade with Java looms large in ttie latest returns, but the bulk of 
it consists of sugar imports into India. Indian ambitions in these direc¬ 
tions are bound to conflict with the Javanese trade. 

Germany, our best customer in pre-war days, has not yet regained her 
position, and is not likely to do so while the Reparations tangle continues. 

LXI. PROBABLE TREND OF INDIAN TRADE IN FUTURE. 

If the figures given elsewhere in this chapter about the movements 
in our foreign trade during the last 20 years are at all to be relied upon, 
the Indian trade with the British Empire, and particulary the United King¬ 
dom, is steadily diminishing, and will tend to diminish still further as the 
rivalry with other countries becomes more effective. The only question 
is whether what Britain and the member* of her Empire are compelled to 
surrender in the trade with India, will be taken up by India, or will be 
swallowed up by other more alert and up to-date rivals. It would be 
India’s own fault, or rather that of her Gjovernment, if she does not benefit 
in that eventuality. We have already pointed out, while discusang the 
transfrontier trade of India, that the greatest hope for Indi,a lies in develop¬ 
ing her trade with her^immediate neighbours across the rivers and mount¬ 
ains and seas on her frontier. Our study in this chapter confiyns the 
view that, while in other and more distant markets India might find serious 
opposition from vested interests, in the case of her immediate neighbours, 
she has special advantages to develop an extensive trade on more natural 
lines. Speciality in resources and equipment, coupled with the exRtencc 
of adequate means of efficient transport, and the presence c as well as 
familiarity of our traders with the markets concerned, their needs and 
nature, ought to help immensely in developing the Indian trade in Persia, 
Arabia, Afghanistan, Egyp'i, Africa and Turkey, i>ot to mention the Straits 
Settlements and China. 

LXII. INDIA IN-AN ASIATIC ZOLLVBWBIN. 

And this raises the most wnportaAt question in the trade organisation 
of the future. Whatever be the force and effect df nationalism tt)day in 
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India or Japan in shaping the fiscal polit ies of the countries concerned, it 
must be recognised, that once each country has really and fully developed her 
inherent resources, and* |irganised her trade dn the truly natural lines of ex¬ 
changing the surptus or specialities, the best condition for international trade • 
to thrive in, would, of course, be that of complete freedom. Artificial regu¬ 
lation of fi.scal policy in aidcf industrial development on a nationalist basis 
can only Ire justified, scientifically, as a temporary measure, to rectify the’ 
inequalities in international commerce which are at pres*;nt in existence 
as a result of historical accidents. The best measure of success for an inteu- 
scly national and protectionist policy will be found in the quickest’extinction 
of any need to piaintain that policy. But the real foundation for a complete 
international freedom of exchnngii will and must lie laid by degrees. For 
it ))resupposes the breakdown of the nationalist sentiment, and the 
simultaneous creation of an economic position in each community which 
will leave no room for the suspicion of being exploited for alien benefit. 
We cannot achieve this atstroke. And so the beginning would be made 
by extending the radius of free icones, by voluntary associations of .several 
units into a larger whole, like a xfollverein of Asia confronting a United 
States of f'lurope-not, be it understood, for the exploitation of Africa or 
•America, but for fair, free excliange of the surplus and specialities of each 
large unit. It is possible, indeed necessary, that for ^uch a consummation 
the present individualist organisation of trade w(#uld have to be replaced by 
a more collective organisation. Instead of being a matter of individual 
fancy and bargaining as to-day, trade between such units would be deter¬ 
mined by special treaties concluded every year of for a given period. In 
stead of being at the mercy of amateur and ignorant speculators, who.sc 
personal greed seldom leaves them time or yiclination, even assuming 
them to possess the requisite ability and intelligince, to study carefully the 
forces governing demand and supply of the articles they would trade, trade 
would result from the perception, after a careful study and measurement, 
of the local production and consumption. There .would then be every 
reason to believe in the saying: Fair exchange is no robbery. And when 
these atVangments have been in operation for any considerable time, the 
futility of restrictions against the natural movement of commodities, under 
the safeguard of communal action, will be too clearly established to be 
long permitted to exist. Free trade all round will be the kigical and un¬ 
avoidable conclusion of such an evolution. * 

•• 

But in an Asiatic ifollvercin of the type here contemplated, what will 
be the position of India ? She is to-day undoubtedly backwtflrd compared 
with japan in industriaJ ecyiipmcnt. But India ’ha* resources and possi¬ 
bilities, a physical extent and population strength, which Japan cannot 
pretend to. If Indian economic developmeqf is accomplished on the lines 
here sketched, there is every reason*to believe that India and Japan will 
be soon the strongest rivals in their own, as well as in foreign, markets. 
The question will be—when Ml Asiatic countries have been left free from 

26 • 
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alien influences :of artificial def/elopraent, and accomplished each thefr 
own goftl of industrial regeneration—net for the Ijegemony of Asia, but 
for the strongest support tq,the new league or unfon of Asiatic countries. 
I believe India and China have each more staying power and real strength 
than Japan can lay claim to. The real advantage of Ijiat .country lies in 
the earlier starjt it has had in industrial develojlhient. But that advantage 
is spurious or at least temporary. By the time, therefore, that an Asiatic 
zOllverein is forrfied; by the very forces which would bring such an orga¬ 
nisation ipto existence, India would have far outstripped Japan, but not 
necessarily China, in importance and position in a union of Asiatic nations. 

LXIII. AN INTERNAL ANOMALYt-TKE TRADE WITH THE 
NATIVE STATES. 

While speaking of the Asiatic 2ollverein, however, one cannot help 
being reminded of the great anomaly and anachronism in relation to a 
section of the internal trade of India. While the interprovincial trade is 
free from all needless impediments; while the freedom of exchange over the 
whole world is coming to be increasingly accepted as the ideal to be striven 
lor, one section of the inland trade of India suffers from all the petty restric¬ 
tions and customs hii^drances that disfigure the economic history in the 
past. Each Native State hus.its own scale of import and export duties, in 
which the only intelligible principle discernible is that of the utmost 
revenue to the state, jio matter what the conseiiucncos may be to the 
community. * It is, indeed, true that a ijeries of treaties has secured a 
certain measure of freedom of exchange. Says Sir \\^. Lec-Warner:— 

“The tmiun of the wliofo empivp has ljueii cuusoliiliited in recent years 
by nmnevoiiB ongagonients with the chiptV’fnr the removal of injurious re¬ 
strictions on trade. In tbo unresorvod adoption of tree? trade, the state of 
Kolhajinr took a leading plac< in 188B, «ml other states, especially on the 
Western side of Iiidja, Iiavc followed t'le ovample. I!ut these reforms of 
the (Iscal systom are olTocted by agreemont, and are not introduced by the 
assertion of Imperial d'utherity except where the British (loTyrnmont 
acquired from the Poahwa special rights in the matter, or whore ciroUm- 
stances have called for exceptional intervention.” t 


’ To give buV one example, the state of ('uteh, a maritime state with Harbours 
of its uwu, levies a customs duty on ir.i|iorts into and cxporbi from the state alike, with oor- 
tain exeeptions by way of prohibitious. .The real liurdeu of the duty, however,"is much more 
oonsiderablc, thanks to au artful manipulation of cxeliange. While the current rate of ex- 
ohsnge between tt|( lyitish rupee and the Im al tw< is uomethiog like Bs. lOO-Ks. 175, the 
rkts assumed fot customs purpose is Re. IOO^eKs. 450, Goods worth Bs. U 0 when im¬ 
ported Into Cutch would be taxed at 7 i as though they were worth Rs. 367-0 a burden of 
nearly 20 p.o. . 

7 op. tco-Warner'e Tlid Jfatim Statu of Intlitu h. X p. 311, The following figuree of 
Onatome Revenue from some of the priacipal states makes on excellent, oommeotary on thb 
Idea of the Union of the Indian Empire. 

Oustoms'Bcvcuuo in the State of 

The Nitam Bs. 55,84,000 Bikanir Ba. 11,56,600 

Mysore Mil. Jodhpur Rs. 16,24,016 , . 
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But the actual state is such that the stctes which feel themselves cut 
off from the customs income owing to specjific engagements or the general 
perception of the real advantages of their cogptry, consider thcms^es to 
be aggrieved, andVould firy much like to participate in the revenue bene¬ 
fits of any revision of the Tariff policy of India. They have actually threat¬ 
ened free trade, * noV because any of them have perceived the advantage 
of a complete freedom of exc'^ange over such an extensive \m't India; 
but because the threat is likely to procure them a slice of the improved 
customs revenue, which they feel sure is going to accrue ffrom a protec¬ 
tionist revision of the fiscal policy of India. We arc not concorped hert 
with, and shall not therefore discuss, the much wider question involved in 
this; viz. as to fhe apportionment of the customs revenue unfler a protec¬ 
tionist system between the GcJverntnent of India and the Native States, and 
the assumption by the latter, as a sort of a quid pro. quo, of some portion of 
the burden of the former. It is not exclusively an economic question. 
We cannot likewise discuss in this place even the narrower question of the 
advisability for the individiftil states,—and particularly those who have no 
direct access through their own territory entirely to the sea to contemplate 
any special fiscal policy foi; themselves—protectionist or free trading. We 
can only say that the fiscal policy for the whole of India must be one and 
uniform. It will not pay small isolated units to venture their own 
experiments in this field. The point, however, which ted us to touch upon 
this question at all is much more narrow and specific. .We must have a 
complete freedom of trade within our own frontiers, as much in order to 
develop India fully in all parts equally, as to guarantee a certain measure 
of success to a policy of economic protectionism, when one comes to be 
attempted. Any restrictions or impediments, like customs dues and 
currency differences, which stijid in the way of sich a freedom of exchange, 
ougM to be unreservedly condem-.ei^. 


* “ In one parti of their joint memarandntn it wM that, if the atal^ were unabie 
to obtain any aatufaction Uf their ciaim to a share in the cuatbma revenue, it might be to 
t heir advantaga to keep that revenue aa low as possible, and therefore to advooate s system 
of free trade. But it was msde clear in a later passage, and b|r our oral examination of 
Mr. Mehta, that the real view of the states was, that for themselves as for the rest of India, 
a policy of disoriminating protection was the ntost suitahle.” Para 297 of the Report, Mian 
KtuU Qommiuian. They ^ve tried to reconcile the intereats of the states and produosn 
and oonsumers under the policy they have advocated. 
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TRADE FINANCE IN INDIA. 

LXIV. PRINCIPLES* OF COMMERCIAL FINANCE. 

The organisation of modem industry and comm’erce njakes the distinc¬ 
tion and sepns-ation betweeh commercial and induftrial financing one of the 
most important, if not quite the most obvious, features of present day econo¬ 
mic structure. In times gone by the merchant'.was himseff the industrial 
producer as fvell; and though it may also be the ambition of the gigantic 
industrialists of {o-day to develop their own direct marketing, so far at 
Iqast, in the most highly organised countries of the world, the direct rela¬ 
tions of the manufacturer with the consumer have not been-found feasible. * 
And it is unavoidable in the nature of things that the tvio be separate. 
Modern mammoth-scale industry woulij simply not be possible, if each 
industrialist insisted on doing business only with his own capital. “ Other 
people’s money " is becoming more and more the rule for the conduct of 
modern industry. But, apart from the capital required for the construction 
of a factory, purchase of machinery and other fi^ed charges like goodwill 
or patents or any such non-recurrent permanent investments, money will 
also lie needed for the purchase of raw material, payment of wages, 
transport of the finished goods &c. The former tve may call, for the pur¬ 
poses of this discussion, fixed capital, which cannot be returned if the 
business is at all to bQ conducted. Though, therefore, it may be borrowed 
capital, it would practicall)» be borrowed for good, and both borrowers and 
lenders know it. t The lenders, knowing this, become proprietors in the 
concern instead of merely remaining creditors; and seek to compensate 
themselves for the fact of-their capital being practically qon-returnable 
except on the winding up of the concern t by participating in the profits. 

* In the Theoril nwl PrntUc* of Intermtioinl Mr. A. J. Wolfo thus suinn 

up the Germnn i, e, the most liighly devol-fped orgBnigstion before the war: “The (Jerman 
rannufacturer, a« a rule, was not in a position to ^rtht credit to c:u-stoincrs in foreign coudbrica 
and was hardly a factor in the export trade at all.'1 he I imnan exjwi t trade was largely in 
the hands of the German export mercllanta. Very little direct dealing between G.erman 
manufacturers and oversea customerH was done. 'IJ*ie German manufacturers, however, showed 
a tendency to emancipate themselves from (he medialjion of the export i|icri'hants 
Where long term credits were a vital nei:eesity, the German manufacturers couhV not do 
business direct except as they were in spcoial cases aided by banks." (pp. .•128-fl) 

t This remark holds good of the share or stockholders of a modern joint stock 
corporation; but not to of the debenture holders, who, though lending their capital to the 
concern for a long teirn, still remain creditors only; and expect their capital to be returned at 
a ^iven time. The 'distinction between share and debenture capital, or between fixed and 
renewable investment, hat yet to be appreciated by the industrial financiers iij India, such 
as they are. A study of the Company fl*:Antion boom which sucxeeded the war leaves one 
extremely doubtful if the promote^ and his supporters at all understand the principles that 
should govern the at'oostion of the capital required in a large Industrial concern to ordinary 
stock, deferred or preferred ^ook, debentures and other bonds, bank overdrafts and 
credits. Without such an unUerS^ding, overcapitalisation is bound to be one of the defects 
of industrial finance with the consequence of a needless dissipation of profits wlfin they are 
earned, when it is not needless failures. There is very little debenture stock in the Indian 
concerns, though there is quite a good (Vroportion ef it in the non—Indian concerns working 
in India as shown in previous chapter. , 

t Of oouAe the possibility of sale on a stock exchange, and recovery of the investment 
thereby is to be exclud^ from the above remark. ■- 
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This capital would thus be locked up for ^ le life-time of the concern. The 
latter capital, however, needed and investell in day-to-day outlay may also 
be defrayed from bQrrowed funds; but' the borrowing in this instance 
need not be quith,of thaf permanent nature Is js required for the fixed or 
permanent investment. It depends, indeed, on the nature of each industry 
and its market '•.o how ijequently the circulating capital in it would 
turn over; but in any case A-en this investment would have to lie for a 
fieriod much longer than that needed to assist the mere exchange of com¬ 
modities. 

r 

It is this last description of financing which may lie termed, strictly 
speaking, as commercial finance projicr. It is not involved irt any process 
of production, as even the chrculating capital needed in a producing indus¬ 
trial establishment would be. It is called for simply to accommodate 
the buyer and seller of goods, the buyer until he is able to dispose of them 
and pay for them, the seller in order that he may rejieat the process which 
enabled him to sell. Commercial credit may thus Ix' compendiously 
defined as short term finance: 


“Creiiit is a sale, puroliase, oxeliange, loan or other transaotion, in which 
the delivery of a merchandise and the payment of the price, the rendering 
of a service and its remimerntion, the advance of capital and its repayment 
snHira.l’'d In/ an iiih'i-i-al </ limn. In other wordseiredit is an affair which 
l)e*dnR in the pi’osent and ends in the future. ^ x x X tVhatever may he the 
dilferenees which mark different species of credit, they liiivo this in 
common that the act. which terminate.s the transaction is separated hy time 
from the act which hegins it." * , 

• 

Industrial finance, in the sense of finding the whole of the immense 
amounts required for pcrm.inent investment as well as of working capital, 
by means of a just adjustment between borrowed and proprietors’ capital, 
and their various claims to a share in the profits, is a thing of yesterday, 
relatively speaking. The present-day scalh and organisation of industry is 
itself quite new. Rut the greater risk and longer iiwestmcnt nccessarilyin- 
volve[J in industrial financing may also explain in part its later origin and 
lower popularity. The share and the debenture and the bond have yet to 
acquire, at least in countries like India, that ready negotiability and easy 
transferability, that habitual familiarity and constant de;jling, which.alone 
can rescue, industrial finance from the somewhat unpleasant: sense of mystery 
with which it is surrounded, t Coipniercial credit, however, by the 


•Block, Tm rro,jrt» >le la SewnM Beewmiqw I, P, 481, .)Uote<! in'Ccwuit: PnwijiUi of 
hanHntj P. fj, • • • 

t liken in Britain the creation o( a new type of negotiable instrument by an industrial 
Corporation was not by law recognised till only the other ^y Op Edelstdn V Schuler 
1902 2 K B. 144:'Eaatou V. London Joint Stock Bank 34, Oh. lliv. 96; Bechuana Land Bx- 
ploration Oompsuy V. London Trading Ba.*, 11098. 2 2. B. 668) London .Joint Stocky 
V Simmonds 1892 A. 0. 201. In India the shares are almost always m the Bsture of maoribed 
sUxik, and so- slso, generally speAking, debenture rtock. Industrial fioanciew here have yet to 
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very shortness of its investraentl not to mention the exceHent security 
which by law and usage has been Issociated with it, has been popular and 
extensiva'y dealt in from the earlifflt days; and is even now more important 
both in the number of persons and institutions affec^d by it* as well as by 
the volume of business effected by it. Industrial credit, such as it is, is better, 
than agricultural credit; in this that though industrial, like agricultural, 
finance requires long term investment, the lafter is in most countries 
even to-day hampered by the relative smallness of the scale of its opera¬ 
tions, and therefoio the extemely limited amount of its profits. Again, we 
hare yet to evolve the share or the debenture of an agricultural property. The 
most ancient and important industry has still to be endowed with negotia¬ 
bility. We c^in-have a debenture bond to bearer, secured on the property 
of a great industrial concern, like the Tata iron‘and Steel Company Ltd., 
though every one knows that the fraction of this property securing a given 
dehentiire cannot possibly he moved and transferred from hand to hand to 
make good the claim of the debenture-holder. Why, then, can we not have 
a similar instniment for a fictitious, but convenient transferring of agricul¬ 
tural property, to develop more fully that property itself. India at least 
has still to learn the ABC of Land Credit. 

t 

Commercial credit is better—or at least commercial financing is more 
fully understood—than either industrial or agricultural credit. That is why 
credit institutions par excellence—the Banks—have been most intimately 
associated from their origin with commercial financing only, as is eviden¬ 
ced from this definition of a bank by a great authority: * 

“A bank may be described, in general ferma, aa an establishment which 
makes to individnala such advances of money or other means of payment as 
may Iw required and safely made, and to wliich individuals intrnst money 
or the means of payment, when no»-required,.by them for use." 

V «• 

We arc not concerned here with the question as to how the banker 
himself finds the funds th^t he is willing,,and able, on consideration, to 
loan out; and so wo need not consider the latter part of this description, 
which relates to deposits banking. Concentrating ourselves only on the 
loaning side of a bank's activities, we find that the requirement of safety 
in lending,—which was the more intensified in that the bank itself was 
dealing in other pgdple’s money, thanks to the growth of deposits ban¬ 
king,—compelled the banks to co^Kcntrate more and more the short term 
commercial finance. Rapid turn ovtff brought them large profits even at 
a low rate of interest. Even though the ultimate security and profit of a 

(oontintted from p, 2QS.) * ' ^ 

realin the nlilit; of Beater bonds for thoir day to day oiroulating capital—something 
analogoos to the Trensury Bills of the Qov^rnment. For a (alter study of and suggeotions on 
Iwloatrial Finance in India cp. /nfi'un Owrsasy JSxttSaifjt ami Sinh'mi by K. T. Bhah P. S81 
et. «eq: , 

* Dunbar; FAsory and HiMorf of Banking, p. 9. 



series of credit transactions might be foui^ I in some industrial operations, 
indnstrial finance as suph was almost morbidly avoided by the wthodox 
banker so populaj and Ificuliar to Britain, ^ayj Coquelin. * ^ 

- “In all cDuntrieB the greatest number of arts of credit is c<jnHiimmated 
within the oircle’of indiiitrial relations that is, from worker to worker, and 
from merchant to merchant. The producer of raw material advances it to 
the manufacturer who is to work it up, and accepts fi-om him on obligation 
payable on time. The latter, after Iniving performed tlu» process belonging 
to him, in his turn hands over this material thus ailvanced on the same 
terms to some other manufacturer who is to subject it to a nftw process. 
Credit thus extends from one to anothor upto tho consumer." 

But even if this has bceii the original atid motive force of the evolution 
of credit, in its subsctiucnt development, and wherever modern industrial 
organisation has asserted itself, credit has become almost entirely 
commercial. 

“ The first bankers liad proljably little tlionglit of atVording onconrago* 
menl or applying a stimulus to llio industry of tho community as a whole. 
When they began, however, to led ntlieir money systciiiatioally to mer¬ 
chants or the producers of goods, they began to give command of capital 
in tho enterprises whore, for the time being, it was most called for and 
presumably most needed. When they increased tlieic loans of this sort, hy 
means of tho funds loft teiu]iorarily in Ihcii* cai'e by persons depositing 
with them, they began to give lo iiidiislry Ibe benefit of the eajntal which 
would etliecwise have l oinainod idle, or to soeiico nioce speedy applicutieu 
of capital slowly seeking employiiKud. X X X xTbeir practice of discounting 
tlio bills ycceived l)y dealers fijjin llieir custotrters tended lo a rapid orga¬ 
nisation of credit ; and, by giving the dealer (lie immediate use of that 
which was due to hin. at some time in the future, shortened the pevied 
required for ‘ turning his money’ and i.ndort.lking some fresh ontocprise.i 

* This extension of the benefits of credit organisation to industry proper 
is, however, jjuite indirect and somewhtit inconsequential. As already 
observed, the real creation of industrial credit, or industrial financing pro¬ 
per, required at the very start of a largo scale modern industry, is essentially 
and materially different in its conception and operation from the credit 
development described above. The interposition of credit—which ccxistitutes 
what we here understand as commercial finance proper, .takes place, even 
when it is concerned with some industry, at the point whefc the process, of 
production terminates and that of exchange commences. Credit institutions 
of the type exemplified by modern leading banks do not as a rule deql largely 
in industrial credit proper. 1 But in the process of exchange, the slight 

’ Cn'dit a Im Htwimt' p. 60. 

t Dunbar’s Thtvry ami I’lWiict of BanU^y), p. 4. 

t Says Mr, VoHe; “Tho romukfble oxteutsto which Gednau industries were cnrrlM 
on by the Use ul credit was largely based en the participstion of the great banks in a very 
great nnmber of mdoatrial enterprises. G&man banka were represented>oa the boards M 
airectors in numerous nnderttkiqgs of the most varied character throughout the 
giving th^ epeoial support in their credit tranaaotiaas. The sphere of aotlvi(y Of the 




element of time required provicys that ideal condition, combining security 
with profitability, which furnishel the orthodox banking institutions with 
the largest part of their business. In commercifif finanoe proper there is 
this great pecftliarity that while in ordinary bank Operations, different from 
commercial financing, credit is based solely on tlie standin|; of the person 
to whom credit is granted, credit in connecti6ci with'documentary draft 
finds its materfal basis in the shipment against which the seller draws on 
the buyer. The .-jdvance made on a draft of this nature in Germany used to 
b^ Ijcfbre tlic \Var from 50 to 90 per cent, of the amount of the invoice, 
according'to tlie standing and relations of the parties with the banks. It 
averaged lx;twefn 65 and 70 per cen];. while in Britain it goes/ip to as much 
as 95 )x;r cent.* The smaller the amount ^advanced the greater the security 
of the bank. Thr; latter usually retains a lien on the goods which it can 
dispose of to indemnify itself in the event of trouble with the drawee. As 
will be explained more fully telow, where the documents of title to the goods, 
which form the ultimate security for the advaqce, are to lx; made over to 
the drawee only on payment (the so-called D/P. drafts) the Bunk would of 
course be most fully secured. But when, as often happens, they have to be 
turned over on acceptance, the latter replaces tho'goods, by way of security 
to the bank. 1 ' But the best security for such a transaction to the bank—one 
on which that body uspally relics—is the financial stability of the drawer, 
or the party to whom an advance is made. In case of trouble with the 
drawee, recourse is first made to the drawer; and it is only when that party 
fails to give satisfaction tliat the ultimate security of the goods is utilised 
to indemnify the bank. < ^ 

LXV. METHODS AND PECULIARITIES OF THE INDIAN 
tRADE FINANCE. ' 

I . . . . * 

After this brief outline of the gonerul characteristics and principles 
j;overning commercial finance, may now proceed to examine the nature 


(co&tiuaod from p. *2^7.^ • 

Germvi lauks uau iiuKih mure extenHi\ c tlmii t)mt of liitlicr thr .\mci iu«ii or the Eugli«h lianks, 
aod they ftSBletod their elioutM ftot only l»y granting credit, hut also by discounting their long 
btlle, granting loaue and advances on raw material, slupinenta of manufactured gooda 
opening or confirming'cominewial creditn ati reejuired, guaranteeing prompt fulfillment sft com 
brai ta ” etA;. Op. oil., p. 320-30. Soe^ a1w> Vv. Kwwov 9**Tht. ({trman (o tat Baukx anti 
Th 4 ir CtmctiUratioKt op. lip. 220 in tlie Nniimal MowUartf Cummmvn of the V. S. A. 

* \Vollo Tfkeory awl of InUrtyilioDol Co/JWfic» rc, 316. 

1 Some SectiOaH (13 to 16) of the Federal Roeerve Act iu the V. S. A. confine the 
credit faoilitieM available under themew Scheme to geouino trade pills *. r. bills '^which grow 
oat of traDiactious involving tlie iin|>ortatioD or exportation of*goods; or wliieh ^row out of 
transaotioos involving the domestic shipment of goods, provided shipping documents convey* 
ing or securing title are &tti.ched ^ the time of acceptance; or which are secured at the time 
of aocciitanoe by wnrchoiuo receipts or other sucU document conveying or securing title 
covering readily niarketable staple.’’ (S. 13). l(</he intention of this section could be realised 
a good deal of the epeoulative element of the modern commercial financing would be 
^Unugattd. 



and character of that finance in India. This principle of a negotiable instru¬ 
ment was understood and acted upon in tips country long before the now 
familiar bill of exchange was patented Europe. Hoondiesfor the 
Indian bills'of exehang^embodying, in their various forms, .every usance 
of that document from the purely accommodation bills of the money-lender 
to the specifically sacured aad excellent trade bills so largely handled by 
the shroff or indigenous ban\er, are an ingredient in commercial financing 
even now-a-days at least as important as the more standard form of a Bill of 
Exchange. Between them they manage practically the ciltire financing of 
the trade of India. We shall ^escribe in some detail below the, principal 
forms of the instrument of commercial credit in vogue in India and else¬ 
where. Here Ve need discuss only the peculiarities of that ‘ financing; and 
the first that strikes the eye In any careful study is the undue attention paid 
to the convenience of the foreign trade as contrasted with the domestic 
trade, in spite of the greater volume of the latter, as well as its more 
immediate effect upon the prosperity of the masses. To give but one 
•illustration of this poculial'ity. The whole system of our currency has been 
based and altered and overhauled several times entirely and exclusively in 
the interests of the foreign trade, in spite of the obvious hardships if not 
injustice of such frequent changes upon the people of Indi;u The excuse of 
the convenience to the foreign trader was no doubt modified or disguised in 
part by the foreign commitments of the Governmentfof India, which neces¬ 
sarily iniluenecd and affected exchanges. Rut that the requirements of 
foreign trade were not and could not be ^overlooked can be evidenced by 
this just one instance, of the sale of Council Bills, its method and amount 
and all the accessory parapharni'iia of cash balances and reserve manipula¬ 
tion in and outside India.* The Council Bills hail originally from the 
days when the British government of India wai in the hands of a commer- 
ciqj corporation; they originateci ^rom the needs of that body to remit their 
trading profits to England or vice versa in the event of losses. Though 
the old commercial corporation has ceased, its spirit seems still to haunt 
the doings of the present government. Its so-called Home charges, aggregat- 

*“Ib will l>ej^een” wrote the ^ Hi limber lain OommitiatOD io 19H (j»ra 176 of the Report) 
**that the consideration'! aOef^tiog council drafts are now very much wider tlian tho mere ques* 
bion of laying down in London the fundi required for ordinary home charges. The traoifer 
to London from the (Jovernment of India’s balanceM of some £ 20,000^00 annually for the 
home charges on revenue account and of some JC 0,000,000 or more to meet capital oxpendi* 
ture remains the chief function of the sale of couocM drafts; but if the expense and wietc 
involved in the shipment of sovereigns from India to London on Government account is to be 
avoided, it is necessary for the Secretary of State to sell sufficient drafts, not mer^y to meet 
hia own reqmrements on revenue and capital account but*elso to sa^tfyjbhe demand of trade 
upto such an amount as will enable the balance of trade in India’s favour tfver and above the 
amount of the home ebarg^ oo revenue and capital account tcebe settled without the export 
to India oi^private account of more gold than U actually reqmrod in India for aljsorption by 
the public.” The {wUcy underlying this recommendation was continued all through the 
period following, and Council Bills sold vitbout Unit, until the efegeacies of the war roodered 
the operation unprofitable enough to demand a fiagrant breach of faith from the GovernmMt 
of India. The idbermaUi of peace still continues to keep the lndo*Britiah fixohange meobn* 
niim as disordered and complicated as ever. 
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ing over 50 crores per annum, aife paid for by means of Bills drawn by the 
Home authorities,—now the Secjetary of State for India in Council, and 
hence tke name of Council Bflls—upon the Go^fnment of India. The 
payment for these bills is rfeceived in gold in Britain, anS the orders are 
honoured in rupees in India. If the Council Bill sales were confined .only 
to the needs of the Home Treasury of the Go<«rnmenf of! India,—both by 
way of revenue and capital charges—there could be no great harm done. 
But when as it tecame the practice since 1904, Government sold Bills over 
and above the Home charges right up to the full demand of the trade, and 
at a fi-xed" rate, two consequences followed which were*morally, if not 
legally, binding upon them. Cornmercial interests came, to regard the 
practically fixed rate of exchange as a certainly, a government obligation; 
and they considered the practice of unlimited Council Bill sales as creating 
a prescriptive right to its continuance, no matter whether or not Govern¬ 
ment on their own account needed to engage in such movements of funds. 
Neither of these obligations was quite fully appreciated in all its implications 
by Government. The authoritative, if not the of^cial, pronouncement of the' 
Chamberlain Commission deprecated any predetermined limitation of 
the sales of Council Bills as “arbitrary and unnecessary," though 
it was recognised that “ the interests of trade are in themselves no 
justification for sales of council drafts in excess of requirements as 
we have defined them. Since that Report, Government acted as 
if they considered the interest of trade finance as’ predominating; but 
when their own commitments caused embarrassment they promptly 
disowned the obligation. In the war period the council sales came to be 
restricted; and, owing to the fiasco consetpient upon'the ill-advised change 
in 1910, they were altogether suspended till the beginning of 1923. The 
other implied obligation of'the artjficial currency system created after 1893, 
viz., that the rate of exchange between ‘h6 pound sterling and the rupee 
would be maintained at a fixed level between two clearly defined specie 
points was far more serious; and yet it was disowned with Vis much alacrity 
the moment it became'inconvenient or improfitable to the Government to 
accept it. No Jew or Marwari could have shown a more pitiful cpirit of 
profiteering than the Government of India have displayed in their currency 
vacillations. But we are not here concerned with the effect of such action 
upon public creclit, though that is bad beyond words. What we arg parti- 
oularly concerned with here is the consequences to commerce. Every 
body knew between 1899 and 191.5 that the rupee valued at 160 "was intrin¬ 
sically worth less than rod. Government was obviously making a profit of 
40 per cent. • Blit e'veryboi^ accepted it in the assurance and belief that, 
should it be necessary," Government had both the Will and the means to 
make good this rate. When, however, Government broke faith and disown¬ 
ed this obligation, cdmmerce necessarily suffered enormously; and it is of 
no avail to p ut up a special pleading that 

* Cp. Imtiau Cnmuti/, Saxhangt and BanUnr), by the preSeat writer p. 76. Chapter III 
ii orjFittUiMd in the argumeob here. 
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“for the ourrent operations of trade, etfibilitv of exohaage is an impor* 
tant facility rather than an essential condvion. ’ * 

As already ofiservedjfVe are not concerned, here with ^he effects of 
these tactics upon the credit of the Government. But we must point out 
that m the Indian eyss, not oply the entire system of our currency has been 
tampered with more than once at the instance and for the, benefit of the 
foreign trader; but its continuance in spirit, if not always in fact, for the 
last 30 years has resulted in India being prevented from getting her fair 
share of gold; and from attracting to and accumulating within the country 
the natural surplus from her foreign trade, thereby depriving the industry 
as well as the commerce of the country with their necessary ‘“sinews of 
war." * ’ 

If this reference to the vicissitudes of the Indian currency system is not 
sufficient to prove that undue attention is paid in the commercial finance 
i^f India to the needs of foruign commerce, we might cite the organisation 
of banks in India as another piece of evidence for the same charge. The 
Imperial Bank of India was instituted in the hope and belief that such an 
organisation, under the control and influence of the state, would materially 
Tiid in the industrial and commercial development of India, has no indus¬ 
trial section attached, and is specifically excluded fgjm engaging in the 
business of Foreign Exchanges. Though debarred from the management 
and control of the various reserves in connection with our currency or¬ 
ganisation, the Imperial Bank still enjoys a considerable amount of Govern¬ 
ment business., which makes it the^more surprising why no industrial section 
to this great state financing institution be appended. We can understand 
the risks incidental upon industrial financing. IJut 

* “as things stand at present, ftnd if the present traditions of the manage¬ 
ment of the Imperial Bank get time to crystallise into conventions, there is 
no danger foj the Imperial Bank to incur* the charges urged against the 
German hanks of an excessive favour shown to industry and foreign 
oommerce.’’t 

In the case of foreign exchange business, it is a noteworthy fact that 
at present practically the whole of India’s foreign trade financing is done 
by foreign banks, who thus levy a very considerable tribute from India on 

that account. 1 The German trade, when it began to flourish under the 
_____*- -—-—--- * 

* B«biDgfcon-9mith (Indian Currency) ComijiJteo Report qiiofcei '\n tnii'xn 

find 5i»ib'nf? p. 274. The fart that for the first time within memory the trade of 
India showed a large adverse bahnce immediately after ihe disantroui experime^s were 
tried ie a eufRcient commentary upon the crudeness of this proposition. * • 

+ /fidun C«nwy, Efx^h'Utg€ ami Banking p. 335. • « 

* No%uthoritative eiAimate of this tribute has ever been made; but the following con* 
siderations are offered for what they are worth. The total inward and outward trade of India 
is about 600 crores, iiicluding stores and sf^ie. Assimsiag that tlfc whole of this li finaneed 
by foreign banks, and that the normal Indian rate of disoount is 4 p c, on an average of 
usance for 3 months, the banks would be levyitig a tax of I p. o. on the total tvolume of our 
trade; and the dnda io that respect would thus equal 6 crores. 



aegis of a determined and nationkl government, soon discovered the value 
of a pari pasu development of Ge|rman banking, if a needless tribute to the 
foreign banker v/as avoided. The great German badks wi#h their remark¬ 
able progress* between 1880-1914 were the consequenck* We in India 
have the unique distinction of having a central bank of our own, with a 
foreign branch of that institution; and yet not*«doing finytTiing to finance 
our own foreign trade. It may be a mystery of la haute politique imper¬ 
ceptible to a mere Indian as to why the Bank should not have been eiitrust- 
e^ with the management of the currency reserves both in India and 
in England, as well as the manipulation* of the body “and volume on 
currency in,ithjs country. It may be a secret of statecraft qs to why the 
privilege of the Bank of England to float and njanage the sterling loans of 
India should not Ije handed over to the London Branch of the Imperial 
Bank. But in the domain of merely trade financing, even a mere Indian 
might be permitted to hazard an explanation for the paradoxical prohibition 
on Exchange business, by a Government which has the roost intimate in¬ 
terest in exchange manipulation. 

Two possible alternative or concurrent explanations may be offered. 
Exchange business is risky, and unprecedented for a State Bank and hence the 
exclusion of the Imperial Bank from that business. And, if the Imperial 
Bank should engage ’in tlje exchange business, the other foreign Banks 
would suffer, would combine to retaliate and would possibly endanger the 
success of the Imperial Bank. Neither of these arguments is worth the paper 
on which it might be written—at least in the form in which it is usually 
paraded as an excuse for a paradox that'iS really a contradiction in terms. 
Each, however, conceals a real reason to the Government which may not 
sound very creditable or Ibyal to the people of India, but which is not the 
less true for that reason. For, as regards the' first, the alleged riskyness oCjthe 
exchange business could only be accepted, if we admit the implication that 
exchange necessarily fluctuates 'within very large limits. ‘It may, indeed 
be conceded that the 'principal state banks in the world did not directly 
enter in the exchange business, even when that business was mucho more 
stable; though in making this concession we must remember that the 
Austro-Hungarian State 'Bank practically maintained the gold exchange 
standard of the Dual Monarchy before the war by entering largely jp the 
Foreign Exchange business, and that the Russian State Bank also did the 
same. Granting, for the sake of argument, that the best example of state 
banks showed a commendable caution in the more normal pre-war times, 
in avoiding direct dealings in foreign exchanges, we must not overlook 
their indirect but none the I 4 ss effective powers oLcontrol over the business. 
By a sudden sharp rise in its discount rate the Bank of EnglaVid, or the 
Reisch Bank of Geriuany, copld easily and effectively redress any 


* Op. Dr.'J. Kiower op. oit. is Uie American IfaHm'il Stm^ary Camyution. See also 
A. J. Wnlie op. oit. pp. 300 et eeq. ” 



inconvenient temporary aberration of e<tchanges. The Imperial Bank 
of India, being specifically excluded ^ from the Foreign Ejchange 
business, is presented*jfrom conferring the one great boon it should 
have conferred bjr giving a moral guarantee bf exchange stability, im¬ 
plied by its own participation in it. Government do not seem to 
have realised that ‘by spe<!ifically excluding their own bank from this 
business they are needlessly inviting a suspicion about theif intentions in 
regard to the future of Indian currency and exchange. They hold all the 
cards in the game, and they would not place a single one on the table. The 
result is unavoidable. Government is naturally susp>ected by the Indian 
commercial cojnmunity of unpleasant intentions. Will the rupee be stabi¬ 
lised ? Or, in the-alternativ<i, will an honest gold standard be introduced in 
India ? On both these vital questions Government choose to pose as the 
attitude of the sphinx; and yet suffer their secret to leak out by such devices 
as the exclusion of the Imperial Bank from the Exchange business or 
currency manipulation. \Vhy exclude the Imperial Bank from a really 
""’"profitable and essential business, which has a vital bearing on Government 
to own finances, if there were no intentions to try fresh experiments in 
exchange regulation ? Bur the abnormal conditions of Kjig-ao, exchange, 
•even if not regulated, could not vary so largely as to be a danger to such a 
corporation as the Imperial Bank of India, with ajl its command over, 
public and semi-public deposits. If it had all tWe business in India as well 
as in England that it could legitimately aspire to, it could not only find at 
both ends all the funds normally needed to do exchange liusincss; but—and 
this is much more important—by its mere prestaice in the exchange market 
it could inspire much more conficfence and so bring about a greater stability 
of exchanges.* The Balik, we know, is not entr^usted with the manipulation 
of the volume of currency in India, except that under the latest legislation 
extia currency notes to the amouict of 5 crores might be issued in busy 
seasons, at the instance of the Imperial Bayk and on the security of good 
trade bills for \?hich the Bank is also responsible, ^lut on these notes the 
Oovernment charge an interest at a prohibitive ^ate—.S p.c.—which even not 
the most hardened money-lender dares openly demand from such a borrower 
as the Imperial Bank on such a security as the latter has to offer. The Bank, 
of course, would not avail itself of this privilege (f) unless it was certain to 
recoup it by charging a still higher rate to its own constituents—a margin 
in favour of the Bank of, let us say, i per cent. But such an action wo^d 
levy a most unwarrantable tax upon confmerce, and, indirectly, also upon 
the industry of India. Government, however, seems to be utterly impenitent 
in this respect as seen from the most recen t official pronouncdments.t T he 

* Ev^ u it is the Bank does do a little eaohajige busineiis in cases where it is acting 
as administrator for winding up an estate, as well as for the personal needs of its own 0011 - 
stitueiite. The amoi^t of this business is of course vgry negligible in comparison to the total 
volume of budness. * 

t The Finance Minister, Sir Basil BMkett, Waiting the Indian Merchants’ Chamber in 
April 1923 was pointedly inform^ of this feature of our mooe; market but had no reply to 
make by wy of an amurance at rmief or remedy. 
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absence of any power to control, the volume of currency prevents the 
Imperial Bank from getting any control, by its discount rate, on banking 
credit, a^d so ultimately on the,pdmmercial financings»« toto. But in either 
case, unless the Government of India had indefens^le intentions of their 
own, we do not see why an early pronouncement should not be made on 
the .subject. ' 

What the Imperial Bank of India is excluded by law from attempting, 
it would he a hardihood of a remarkable type for any private Indian Bank to 
atfempt. Indian Banks, with one or two exceptions, give a wide berth to 
all propositions for foreign trade financing, of which the so called exchange 
banks thus okaln a practical monopoly. Were exchange lefc' utterly free 
to adjust itself by bona fide trade conditioni;, wdre the Government of India 
utterly exonerated from all suspicion of seeking to manipulate the exchange 
policy to suit their own ends and against the interests of the country, there 
would be nothing particularly objectionable in advising an Indian bank to 
try a hand at it. It is true the Indian Banks, which, like the Tata Indus¬ 
trial Bank, have dared to infringe upon the monopoly of the exchange banks 
are reported to have burnt their fingers very badly by the jealousy of a 
powerful and resentful vested interests. But though actual experience of 
the exchange business, such as it is, does not warrant the belief of its pro¬ 
ving very remunerative; it must not be forgotten that the experiments, like 
that of the Tata Industrial Bank, were tried under most abnormal circums¬ 
tances; and that, therefore, that experience must be taken rather as a stan¬ 
dard of the strength and staying power required of the Indian banks that 
would engage in a race with the exchange kanks, than as a final corker to 
any thought of a struggle at all. Normally, and jf the Government of 
India did not needlessly complicate the problemliy its indefensible amateur 
interference, every Indian bank engaging ^in» such business could save a 
considerable amount of the tribune now exacted for tliis service by the 
foreign banker, and at the same tiVnc guard itself against needless risk by 
doing rediscount busineas on a more consiVlerable scale than is the practice 
to-day, and also by a more scientific use of hedging. “If, therefore, onq feels 
any hesitation at all in advocating that the Indian banks proper should take up 
energetically, and with determination, to see through the exchange business 
and foreign trade financing, it is simply and solely on account of just one 
“dtyk horse”—Gbvernment action in the matter. It is impossible to 
understand why the Government pf India should adopt this dog-in-the- 
manger policy of not allowing their own State Bank to engage in the 
exchange busii\.es3.and also, indirectly at least, preventing the independent 
Indian banks from taking, up t.he challenge—and it is still more impossible 
to defend this policy. The professed excuse is imaginary. The Veal one 
is a crime against India. ^ 

And this brings us to the second of the reasons alleged in support of 
the exclusion of the Imperial Bank from financing the foreign trade of 



India. The Exchange Banks have claimed a sort of prescriptive monopoly 
of this business. The Government of Indja lacks the courage,—toj)Ut it at 
no worse,—to gwe a (l^denial of such a pffeposterous claim. They, there¬ 
fore, seek to exculpate themselves by alleging, of prompting ttie spokesmen 
of the Exchange Banks to allege, that should the Imperial Bank of India 
venture upon the satred preserves of the Exchange Banks, it would treat it 
as poacher and deal with accordingly. But what is the extreme limit of 
the resentment of the Exchange Banks, assuming they woijld and could act 
the high-handed squire to the poacher of the Imperial Bank ? In {he 
cornering of the exchange market, they could not possibly ventihe against 
the Imperial l^ank for their own sakes, simply Itecause the Government of 
India is in honour bound tq see the Imperial Bank through under any 
eventuality. The Imperial Bank has the disposal of the, cash balances in 
India of the Government of India; and the Imperial Bank is the only body 
that could-at pinch-demand and obtain that accession to the money market 
which may be afforded by, the extra issue of currency notes on the security 
of commercial paper. .And the exchange banks in India iire themselves too 
dependent upon the Imperial Bank for linancial relief in seasons of extreme 
tightness in the money-rrairket which coincide with the seasons of brisk 
> export trade to dare to try a fall with the Imperial Bank. They have lx;en heard 
to say that, in the event of the Imperial Bank enterii^ actively and exten¬ 
sively in the exchange market, then dejxrsits with the Imperial Bank would 
be drawn. The threat sounds too theatrical to lie carried out. But even 
if, against all probabilities, such a step was ventured uiioii, what is the 
utmost that the Imperial Bank need appreliend,from such a move? The total 
deposits with the Imperial Bank*were, as on toth June itj22, Ks. 16.72 crores 
on Government account and Ksi 6,j.66 crores oji other accounts. The total 
deposits of all the Exchange Banks operating in India aggregate some 120 
ermres in this country; and assuiring they keep 20 per cent, of these with the 
Imperial Bank—a very literal estimate—tjiey could not deplete the Imperial 
Bank depositsTiy more than 24 chores if they withdraw in Into. This cannot 
materially hurt the Imperial Bank; but what a cost to the Exchange Banks. 
1 be'neve too much in the innate shrewdness and business acumen of 
Scotchmen—who almost to a man manage the lixchange Banks offices in 
India—to think it ever likely that they would deliberately invite a catastro¬ 
phe by provoking the Imperial Bank to retaliate. *, 

t • 

Summing up then the argument in<tkis section we find, that an undue 
and disproportionately great attention is paid to foreign commerex: in the 
financial arrangements; that inland trade in consequence‘meets with a 
step-motherly treatriient in the currency orgarflsation and remittance 
facilities; * that even in the case of financing the foreign commerce of the 

, . . . I ' ■ . • I . I I , I ■ 

* Inlftod remitUaces prat^ically^free of chftrgoare DOW po«»ible ia India for conitiita* 
anti of the Imperial Bank but wc have etil^ to travel a long way before Inj^ia could be said 
to have aboli^ed altogether the charge for inl^d remittance. And, of course, for ba nki ng 
or dnaoci^t facUittea to the inland trader, they are the moet rudimentary. The neareik 
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country, the Indian banks are needlessly impeded by senseless restrictions 
coupled with the uncertainties oftthe Government Intentions on exchange 
policy;*and that in consequence a heavy annual tribute is exacted from 
this country by foreign banks. ^ • 

LXVI, INSTRUMENTS OP TRADE OF FINANCING. 

• C • 

Ordinarily speaking, not much importance‘s would or*need be attached 
to the instruments for financing commercial transactions. But in India 
sufficient attention does not seem to have been paid to the standardisation 
ahd simplification of the instruments which help to secure and render 
mobile commercial credit in European countries. There "is, for example, a 
medley of indigenous bills, generally termed the Hoondies;-with all their 
tangled variety of usages as to form and ecteciAion, endorsement and nego¬ 
tiating, discounting and payment etc., which it would be impossible to 
reproduce in facsimile in this book; and which it does not help the 
commercial interest to maintain in all its balfling complexity.* Standar- 


(Continued from p. 179). 

approach the modern type of the Hank in Indin m ikes to t.lie financing of the internal trade 
is by the discounting of the Shrotf Bills. This rests purely on personal credit. The goods 
which may be behind these bills hardly ever come within the^purview of the Bank; and the 
inland trade has thus to bear the heavy burden of the shrofTs discount rate. It would do 
the banks in India—of Indian origin particularly,—no harm to revise their methods of business 
paying more partioular attevtion to tbo financing of local trade in place of the modern 
practice—fat more risky than exokango business in normal times, I should thiuk-of financing 
mostly the stock exchange speculator by advances on lluctuating srteurities. It would not 
cure the root evil of Indian banking to adopt merely the routine precaution of fixing the 
margin of advances on listed soourities, fully paid or otherwise, by order of a committee of 
Direotors; or even to periodical!,v revise it. Such a practice may provide an excellent 
opportunity for an unscrupulous or impecunioiU- imnk manager, who i.i bold enough 
occasionally to take the bit between his teeth or tactful enough to bamlioozle the directors, to 
enrich himself at the expense o(, his constituents. Sujh i^mcs would not be absolutely 
unknown, oven in the short history of modern Indian banking if only the direotora or 
constituents oould muster up courage enougli to expose tho unscrupulous manager. But per¬ 
haps the directors themselves have an axe of their own to grind; and so would not be ibovc 
an^^asional “tip" from their own managers to,turn an honest (’) penny. In any case such 
a policy, however profitable it may seem to bev is impossilde to roj^ard as laying the 
foundation of a sound banking system in India. tTir a fuller criti(|ue of the Indian banking 
system see tho ptment writer’s wotk on; /w/ion C«r,vu:y, Wir/iuripe ani HatAinj. 

^ * Specimen copy of a most common form of a Homidii; payable to bearer is grten be¬ 

low, with a translation as nearly as possible in Knglish. 

m S'*"*' „ , tr.AiNslation. 

^ Ham to the daerving ot every good 

III ..*. compavisoD Messrn.at the go^d place, 

Slii »ft. ^ . . r . Bombay.-.from.... •». write 

Sl’atlA s^d wtiltfl . .Messrs.from whom greetings. 

uiSsfl »l veoel aH"& Mi*! 1*®” ’"'e received from 

.^ • Messrs.Rs. 6,000 (five thousand) 

\\ <(lHl H SH..* are to pay to bearer 

ad's'Si'4«l'll?! "I’t hereof after,....!...days, in number. 

5llS «Ml«l tfd. w«ini ^ 

■hII eiriltf. ■'Hid ShUot ) « dd II gjgjj jj to you 

aiildt dt t dik SlTlS dl. » adOia \*S3. letter. Debit the amount to our aooount. 

- ’ Dated the fitb day of the dark half in the 

month ol.Chaiter in the Samvat year lt70. 
(Aisil 7th 1883). 
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disation and simplilication, of our native negotiable instruments however, 
has not attracted the attention they descry probably because, as jjilready 
noticed, the need^ of inhpd trade do not receive any attention at all from 
the parties thaf'eountA The bulk of commAcial finance* is managed 
by ^struments of the usual English type, and attended by the usual 
English practice. speijimen Bill is attached, as also the usual 
letter of authorisation to the Bank conveying or securing title to the 
Bank in the goods forming subject matter of the Bill.t In the case 
of the bills—or drafts as they are called — figuring in the Foreign Trade jpf 
India the documents usually accompanying the draft are:—The Bill of 
Lading, the In^rance Policy covering the goods, and the Invoice. I am 
unable to obtain particulars, jn spite of inquiries, as to the relative strength 
of commercial practice between the D/P Bills (Docnmcn,ts attached to the 
Bill being surrenderablo to the drawee only on paymcr.t by the latter of the 
Bill) and D/A Bills (Documents being surrendered on the bill being accepted) 
in India ; nor could I ascertain the general level of advances against the 
■invoiced price of the exported goods. The utmost one can say is that the 
amount of the draft permitted against the invoice varies according to the 
nature of the goods as well as of the standing of the parties. The one rule, 
Jiowever, which seems to be most commonly followed, is that no draft will 
be taken by the Banks, unless, along with the bill of lading and the invoice, 
there is an insurance j)olicy. Uninsured goods »may not, according to the 
Indian banking practice, be drawn against; or if so drawn, the banks would 
not handle such a paper. 

• 

To show, howevei, how far a*propcr, .scientific attention to the instru* 
ments of commercial fin.mce could achieve in the way of facilitating and 
encouraging trade movements, let us examine flic German practice, which 
by tjgiq, was on all accounts the most perfect and admirable system in the 
world. As an illustration of their tho^joughness, the following would 
compare quite Well with any other that could be named.* 


It will lead ux too far beyond our field to dlaciua all the material ternw in thil dooa- 
menl^ legally and financially. Sutlicc it, that, in appearance, it ix an acoorntnodation bill 
payable to bearer {Shahion) after a certain number of days after date. 

SHREB LUXMI. • 

R(. tooo ^ Due...IBgS. 

. . Bombay lat May 1933. 

.Days after date.. promise to pay to... 

or Order the sum of one thousand rupees for «valv received in oaib 
this day. , ’ 

' * (Signature).— ... 

Addrain......... , 1 . ••• 

a Broken. * 

* A J. Wolfe. Theory and Praetiee ttfelntemational Commtrte p, 309. The {ollosvi^ 
booount ot the German technique in commett^ fiaanoiog is taken from the same louroe. 


Stamp. 
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“Id the days when the :mpoe was an nncei-tain quantity, the German 
exporter was accustomed to t^e out an exchange insurance to protect him- 
seiragainst a possible loss. ^Ihis insurance was,effected by the English 
banks wit^i Indian brandies. The European ofli^s of these banks paid the 
German exporter in gold. The important posftion of the rupee in the 
German-Indian trade I’elations was due to the fact that the banks would 
not undertake to insure the native Indian buyer agiii#st exchange fluotua- 
tion, but mpre willing to extend this accommodation to the_Gorman, and, on 
the other band, figuring in rupees was an easier matter for the native 
customers. J’his desire to avoid figuring and calculating has bwught 
about tlio so-called all-round rates, which wo luiglil call “laid-down rates," 
forming a price including transport aiul ,insurance, lauding and customs 
charges, exporter's profit, and the commission of two brokers, the selling 
commisiflon of the buyer in India, and the discount ho woii^ have to grunt 
to his own customer. The willingness of the (lermans-to meet the needs 
of their customers abroad is exemplilieif in tliis laborious price calculation 
fur the benefit of the native Indians. It was certainly one of the many 
causes of the growth of the Gorman trade.” 

Leaving aside the system of “open credits ” gjanted by banks to approv¬ 
ed customers to finance their deals as relatively unimportant in financing” 
the foreign trade, and confining ourselves to drafts against exports, the usual 
German practice was to draw at a certain peric^l after sight. Except in 
some countries of South America, the documents relating to the draft are 
forwarded, not directly,to the buyer of German goods, hut to a third party 
like a bank or a forwarding *gency~the latter presenting them for accep¬ 
tance on arrival of the goods. The iieriod during which credit was granted 
to the foreign customer, i.e. the time after whicti the draft became payable, 
varied according to the statas of the buyer^ the nature of the ^oods and a 
host of other circumstances. The German banks, when they developed, 
readily and largely discounted these drafts." l,lie intervention of the banks 
relieved the exporter—the Gcrman*mannfacliirer, though he tried hard, 
never got a direct footing in the foreign tifade—and yet afforded the required 
credit to the foreign customer, since the usual German practice was to have 
drafts U-A.t Where tl|c customer wanted time to dispose of his purchases 
by sample, the banks maintained godowns for warehousing the goods until 
the draft was paid for, and documents required to be handed overhand if 
the standing of the foreign customer wa.s satisfactory, the German banks 
were prepared to renew the drafts, even after the original period had expired. 
To avoid the coafpheations of differences in currencies, the usual custom 
in' Germany was to draw in terms of sterling, though in latter day comnlerce 
the German mark came to occupy as important a place as the pound 
Sterling! Dealings in agreed currencies—neither marks nor sterling—were 
also not unknown, but the practice was not uniform. Except in South 
America, where the customer of the German exporter had to buy remittances 
in open market to meet the draft upon him, the German exporter could 
almost always command the services of «banks to secure the remittance of 

* Op. Op. oit. for tho obarges against the large German banks for engaging too 

miwh in foreigo trade finanoing. , 

t Wolfe. Op. cit. p. 303. - 



payment to him, whether by cable transfer avoiding loss of interest, or by 
another bill; but the exporter in every case was careful enough to calculate 
in advance evet^ item’oj' loss to him and We measures to indemnify him¬ 
self against it. Thus in«the case of drafts on Africa or Australia the clause 
was added : "payable with exchange for negotiating bills on colonies and all 
stamp duties;" &r : "payable with interest at—per cent, per annum added 
thereto from the date hereof to approximate date of arrival of remittance" 
in Hamburg or London. Rebate, however, was allowed to any drawee who 
had to meet D/P drafts if he paid before the draft was dn*e. IJut this was 
a matter between the drawee and the banks in which the drawer had no siy 
The drawee u^ially paid the local bank holding the docuujents at the 
current rate orexchange, and the latter then sent their own'cheque or bill 
(at varying periods) by way of reTnittance to the German exporter through 
its head office in Europe. Once more the bank discounted the instrument 
if it was a time draft. The costs of collecting the drafts—including com¬ 
mission, postage and revenue stamps—were standardised and published by 
’the banks, and varied from i/8 % to 2 % —1/4 7 o to 1% being the most usual, 
subject to a flat minimum varying from i to Ji marks. If the draft was 
not honoured at maturity, all the charges of collection, together with 
* protesting and other expenses, were borne by the exporter, though in some 
special cases the banks bore 50 per cent, of the collection charges. The 
exporter, however, seldom waited for his p.aym^nt—Aid thus rarely allowed 
his capital to tied up until he received in Europe the payment for 
his goods. The banks were.willing either to advance on the drafts to the 
extent of 90 n.c. of its face value, getting at the same time a lien on goods 
against which the draft is made.tir to discount them.* The legal as well 
as the practical position is slightly different. In the former case the ex¬ 
porter gets much less, and so a part of his capifal will still have to be locked 
up« He is also principally and jifimarily liable to the banker making the 
advance. In the latter case the bank itself becomes the proprietor of the 
draft, whose fuM value—less discount—is paid to the exporter ; and the pri¬ 
mary liability would lx; that of the drawee. Germafl banks engaging in this 
business were not very keen on the second alternative, though w hen they 
did engage in it they regarded it as a profitable investment for their own 
spare funds. The English practice favours the latter. 

• 

ThisJbrief review of the German financing of foreign trade may^be 
completed by a quotation from the aujl^ority from whom the preceding 
account has been abridged. ^ . 

“ In the course of .10 or 35 years before the war the’iniA-eMO of German 
exporters, the rise of,German foreign Ijanke, and Hamburg private banks 

' “In addition to advances on drafts, the (ierman banks made advances on docummu 
alone, mostly in the case of consignments sent by German export^s to their branches oversea. 
He goods are practn^lly mortgaged to Ifce bank, which obtains a letter of lien from the 
oonsigoee, forming the bank’s security in plane of acceptance, and the oonsigoee keeps a sepa¬ 
rate account for these goods, heiojt bound to turn over the proceeds to the Bank as soon as 
teoeired.” ^ Wolfe. Op. oit. p. SIT. 
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and merohant bankara, but most of all the opening •{ London branobes of 
Qerman banka admitting German commerce to "the London money-market, 
brought about increased credit! facilities to the German exporter. The 
German banks doing a foreig?i business were to a • slight degree givers of 
personal credit to Germah exporters. Their activity was mostly limited 
to the negotiation of dooumantarily secured transactions with oversea mar¬ 
kets. But the so-called great German banks, x X x nndgrtook the problem of 
granting personal credit to the exporter. ” * 

This last wap granted in two forms—current account credits and ac¬ 
ceptances, the latter teing given by the bank stamping its own acceptance 
on the exp6rter's draft and thus improving its'negotiability. .. 

LXVIl. INDIAN FINANCING INSTITUTION;S FOR OVERSEA TRADE. 

As already observed the bulk of the financing of India’s foreign com¬ 
merce is done by the so-called Exchange Hanks, which are mostly branches 
of foreign banks in India.t Their business principally consists of financing 
the foreign trade, as well as doing ordinary deposit banking. We are here" 
concerned, however, with the commercial finance. Taking first the finan¬ 
cing of our export trade: * 

Bills against the export trade are drawn D-A (documents on acceptance) 
and D-P (documents on payment). They are purchased by the banks’ 
branches in India. The D-P bills arc held by their LOndon offices until 
they are retired or paid at maturity. The D-A hills as a general rule are 
discounted, or rediscounted^ immediately after acceptance. They are 
rediscounted, with the English Joint-Stock* Banks, aixl the Scotch Bank, 
or with bill-brokers financed by these, and especially in times of stringency 
with the Bank of England. These bills may be Held for a time by the Indian 
Exchange Banks in London. This Voulc^ Occur when business in Iijjlia 
was stagnant or when money was difficult to employ in London. To the 
extent to which the D-A are rediscounted immediately after acceptance 
(which they are in thb great majority of cases) the Indian export trade is 
financed not with the funds of the E.xchangc Banks, except from thsitimc 
of the purchase of the hills in India to their arrival in London, but with the 
funds of the British Banks', i.«., with British and not Indian capital. 

Next with regard to the import trade. The Exchange Banks ^Iso 
finance the import trade through their London offices. Bills are. drawn on 

• Wolfe: Op. oit. p. 321. 4 

t The Tote. InUuatrisl B«nk ie the only purely lodian inatitutioo doing exchange 
boiineM 00 any cooeiderable scyle, t'od thas taking a share in financing the overseaa trade of 
India. Even in this case opinion ii by no meain unanimoua aa to the wiedom of l|{)e practice. 
Bat the ralative unpopularity of that Untitation in India to-day ie rather due to the indifTe- 
reooe or contempt of the Dirootorate to Igdinn eentiment on certain questions relating to the 
management of the Bank, and to the abaodonnfbot of the original object of the Bank to 
finanoe Indian Imljistries, than to toy inherent objection to dealing in eznhauges. For a 
Inllar orlUqu* of this instituBon see my work on Indian^Cmrtnef, Sixhmgt and BmUng 
p, 365 at teq. 



the consignees D-A or D-P, in sterling for the most part, payable with in. 
terest from the dates of the Bills to the approximate dates of anjval of 
the remittances ii^ Londdn, by demand draft bn London. These bills are 
never rediscounted. Thi»the import trade, it will be seen, is financed to a 
much greater extent than the export trade with the funds of the Exchange 
Banks alone. Tlie Exchange Banks' purchases of Indian export bills re¬ 
present transfers of their funds to London. Their advances against import 
bills are the return of these funds. As exports normally ^exceed imports, 
the deficiency of import bills is made good by shipments of gold.coin an^ 
bullion and also silver bullion* from London and elsewhere, and to a very 
small extent by^^ransfers of Government Rupee Paper from Lopdon to India, 
and as regards the balance by purchases of Council Bills and Telegraphic 
Transfers. The last are freely resorted to when exports frqm India are at 
their height, and when it is to the Banks' interest to move their funds back 
to India in the shortest possible time. The Chartered Bank, for example, 
may buy on Wednesday tjiese transfers and by the following day the Cal¬ 
cutta, Bombay, and Madras branches will find themselves in funds. This, in 
brief, is an outline of the Banks’ exchange business proper. 

, The following table of the assets and liabilities of the five leading 
Exchange Banks would give an idea of the extent to which they engage in 
financing India’s foreign trade as well do the ordinary “banking business. * 


The sulijoiued table giv^.s a general Statistionl view of the banking 
buBineas transacted by the five most important of these institutions. 

* 

LIABILITIES OF EIV*E ANOLO INDIAB BANES. 
DECEMBBB 31. lOSO. 


• Liirii-itiks. * 

Chartered Bank of India, Australia 
and- China. 

£ 

Paid up Capital. ... 3,000,000 

Reservtf ... ... 3,.')00,000 

Total Capital and 
Reserve ... 


Notes 

Acceptances Ac. 
Deposits, Ac. 
Profit Balance 
Total Liabilities. 
Eastern Bank. 
Paid np Capital 
Reserve ' ... 
Total Capital and 
Reserve ... 
Notes 


9-2 

40 

5-2 


6,500,000 
2,837,818 
3,720,598 
57,164,727 80-6 
709,602 'VO 
70,932,745 ' 

995,780 
■ 225,696 

1,221,476 9.4 


Liakilitiks 
Acceptances 
Deposits, Ac 
Profit Balance* 
Total Liabilities 


£ X’ 

696,915 5-8 
11,010,684 84-4 
121,318 -9 
13,050,388 


Mercantile Bank of India. 

Paid-up Capital ... 1,050,000 

Reserve .., 1,100,000 

Total Capital and 
Reserve. 


Not»« 

Acceptances Ac. 
Deposits, Ac. 
Profit Balance 
Total Liabilities 


2,150,000 Iff 7 
157,305 -8 

819,594 4-1 
16,819,241 88-4 
211,638 1 0 
20,157,778 


National Bank of India. 

Paii^-up Capital ... 2,000,000 

Reserve . 2,300,000 


Theee tebln have been taken from the fudunt Ourrmt^, Bahatife and BanUaa b» 
pteaeot initer pp. 848-8 
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m , « £ %* LWkBIUTIBS. 

eIR “'' 4300 0M 78 . 

Kotes .... . \ TotalCapiterand , 

Aooeptances Ac. ... 3,7*95,674 6'8 Reserve §... 

Deposits <fcc. 46,716,804 84-4 Notes . 

Profit Balance ... 539,032 TO Acceptances Ao.» * 

Total Liabilities. .. 55,351,510 Deposits, Ac. 

P. & 0. Bankinir Corporation. Profit Balance 

Paid-np Capital, ... 2,.500,000 Total Liabilities. 


2,.500,000 40-7 

744,157 12-1 
2,822,39146-0 
73,294 1- 
6,139,842 


. ASSETS OF FIVE .ANGLO-INDIAN BANI^. 

DECEMBER 3^ 1920. • 

Asskth. 

Chartered Bank of India, Australia Customers’ Liabi- £ 

and China. ^ lity fo,. Accept- 

II 5£* ances, elc., ... 819.594 

* . 11,126,379 15-7 Bank Premises, 

nve.stments ... 4,886,091 6-9 etc. ... .. 018 637 

Jills Discounted, Total As.sots ... 20,157’778 

Advances, Ac. ... 50,588,861 71-3 ' 

lustomer’s Liabi- „ „ , „ . ..... 

lite fne AeoenK National Bank of India. 


Cash 

Inve-stments 
Bills Discounted, 

Advances, Ac. 

Customer’s Liabi¬ 
lity for Accept¬ 
ances, Ac. ... 3,7‘.M),.598 5-2 . 

Bank Premises Cash 10,619,019 

Ao. . 610,816 -9 In^«8tments. 3,5.54,529 

Total Assets ... 70,932,745 B i 11 s Discounted, 

• Advances, eta. 37,069,530 

Eastern Bank. Customers’ Liabi- * 

lity for Accept- 

Gash . 3,12f),441 23'9 „ anceswtc. ... 3,795,674 

Investments ... 487,678 .^7 “'‘uk. Premises, 

Bills Discounted, ^ Slc- . 312,758< 

Advances, Ac. ... 8,704,-255^66-7 Assets ... .55,351,510 

Customer’s Liabi- • 

lity for Accept- • P.*& 0. Bankinj; Corporation T 

ances, Ao. ... 696,915 5-4 

Bank Premises Casli .. I,52.5,7i76 

A®. . 41,095 ’3 Investments ... 644*9.57 

Total Assets ... llj,0.50,388 Bills Discounted, 

„ . . „ • Advances, etc. ... 3,222,391 

Mercantile Bank of India. Customers’ Liabi- 

' • lity for Acoept- 

Gash ... ... .3.655,446’<18-1 anoes eto. .. 744 157 

Investwnts ... 1,495,785 7’4 Bank Premises, 

Bills Diacount©^ . eto 2 5^1 

AdvRnoes, etc. ... 13,96^,316 69*3 Total Assets’’ 6139 842 


etc. 

'Potal Assets 


Investments 

Bills Discounted, 
Advances, Ac. . 

Customer’s Liabi¬ 
lity for Accept- 
anoes, Ao. 

Bank Premises 
Ac. 

Total Assets 


10,619,019 

3,5.54,529 


3,795,674 

312,758- 

.55,351,510 


l,52.5,7i76 

644,957 

3,222,391 


744,157 

2,561 

6,139,842 
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LXVIII. SOME SUGGESTED IMPROVEMENTS IN COMMERCIAL 
FINANCING IN INDIA. 

To summarise tlic r^ults of this chapter wc»iind that: 

I. The exclusion of the Imperial Bank of India from financing any 
part of the foreign overseas *rade of India is prejudicial to the best com¬ 
mercial interests of India. An absolutely safe business in E.xbhange cannot 
however be built up by the Imperial Bank, even if tlie statutory restriction 
is removed, without a final revision of the. currency policy of kidia, wijj,! 
the definite establishment of a fVee gold standard and gold currenc;? in India. 
The effective rc^itrol of the exchange market by the Imperiid Bank would 
be impossible, unless it is entsusted with the management of our various 
currency reserves—which must be located in India—and .with the manipu¬ 
lation of the volume of currency in India, in place of the present distrust 
and marwarism evidenced by the interest demandal by the Government 
from the Bank for issuing (jmergency currency. The Bank, of course, must 
itself be motived by a more clearly Indian national sentiment than is the 
case, I think, to-day. 

• 2. The Indian Joint-Stock Banks might take a larger share in trade 

finance than they do to-day, both in the case of inland and foreign com¬ 
merce. The latter, however, must wait until e.x^ang?;—or rather the Indian 
currency system—is'stabilised. In the case of the former, the Banks must 
exert themselves to approach directly the native producer, and also to 
popularise banking, simplify its procedure, stanc^ardisc its instruments. 

j. The need for an adequate Indian system of commercial financing 
would not, however, arise, unless at the same tim*c the industries of India are 
developed to their legitimate ektejit. llie two will and must go hand in 
hand. But whether both industrial and commercial financing should be 
attempted by the same institutions simultaneously is another question. 
English opinion and precedent is dead against; GermSn practice has success¬ 
fully aihieved it before the War.* In India, as already noted elsewhere, the 
Tata Industrial Bank was started with a view to assist industries ; but has, 
since last year, been obliged to give up the industrial section of its business 
altogether, and has come to confine itself more and mora to the commer¬ 
cial finance proper. It is clear, however, from past experience, that if »n 
adequate, organised system of industrial iiriancing is to succeed in India, it 
must come from the top. The Imperial Bank,^ instead of standing aloof, 
must lead the way; and its task be simplified by attractinjf and entrusting 
to it deposits which are at present absolutely dnutilised. The rest of the 
Indian b^ks will follow—not only in the beaten track, but on a road made 
safe and sound, by the premier Ranking ipstitution <o the country. An 


See Bieeser Op. ait. 



indispensable preliminary to successful financial aid, both to the producer 
and the trader, is such an extension of the branches'of the banks as to bring 
banking facilities within the roadh of almost every ttax-payer, including, of 
course, the land revenue payments, in India; and|even making it indirectly 
compulsory, if necessary, to avail himself of these facilities. Fuller details 
of an Industrial and a Land Bank have becn^ worked out by me in the 
Indian Currency, Exchange and Banking. 



Chapter ^IIL . 

ORGANISATION OF COMMERCE. 

LXIX. COMMERCIAL INTELLIGENCE, ITS COLLfiCTION, 
COMPILATION AND DISTRIBUTION. 

The Indian Industrial Commission writing in 1916-18 said* 

“ Wo ha^ also had complaints from many of the witnesses whom we 
have examined that there exists no clearly defined channel through which 
information on commercial matters in the possession of Government oan be 
communicated, whether publicly or to individual applicants. There is 
moreover a general feeling that the collection, careful analysis and judicial 
distribution of commercial and industrial intelligence is a necessary feature 
« of Government policy bftth in War and peaca”' 

Though the Commission recommended inter alia, a reorganisation of 
the Commercial Intelligence Department, which, according to their view, 
*ought to provide regular intelligence on the movement of internal and over¬ 
seas trade, production and working of Indian industries, and information 
regarding Indian and foreign trade usages, tanlf legislation and industrial 
policy in general, uptil now that department has done little beyond publish¬ 
ing crop reports, trade reviews, and prices and wages statistics—about two 
years after th^ period they relate to.t As an illustration of what could be 
expected of a national Government in the domain of trade encouragement 
by organised systematic supply of information; the following rather long 
extract from Mr. Wolfe’s recertt work oil the Theory and Practice of Inter¬ 
national Commerce would speak for itself. 

• 

” The organs cliarged with the promotion of the commercial interests of 
a nation should gather and present in an apcessiblo manner, efficiently, 
aiiaquately, systematically, and, above all, promptly, information of .statistical 
character, information of the needs in various markets for the exporting 
nation’s products, data regarding tariff changes, taxation, and all other 
matters which the manufacturer and exporter cannot properly obtain on 
hie own initiative, except in rare instances. But all this‘information must 
ho available on equal terms to all those who are properly entitled to it. 
Finally' official trade promotion should (mdertako special investigations of 
benefit to entire industries in their battle for foreign markets, it should 
maintain in all the strategic points of the Vtorld’s cpmij^erce competent 
correspondents, it should be keenly alive to opportunities fbr the nation’s 
. ..—? . -!—•--- - 

* cit. pars 180. 

t Amougst the civilised itoremmeute oi the d«y, that of lodia must be regarded as 
the most baokward units principles and iijpthoda of entering for Ate national needs. Kveo 
snoh an essential inquiry as that relating to the National wealth of Indui, though twice 
oarried out under Lord Iti pen and Lord Curron, has not yet been placed beiere the public. 
Possibly they believe with a charaotm' in Dickens that “wanting to know” it not go^ tot 
the poblic. « , 
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ooininerce.wherever it can compete, or enlighten it, if possible, for ways 
and means of obtaining a competitive standing; it should give its services 
in it practical, prompt and lyiifral manner, free frcyn any taint of red tape; 
it shonld Jceep in close Jouch with the organised busine^ interests of the 
nation as expressed in national and local associations, periodic conventions 
and gatherings, it should be absolutely free from any alliance with politics; 
in dealing with any organization it should never lose»sigM of the fact that 
its facilities are intended for the benefit of tlie whole nation, and that, as 
stated above, the machinery of the government must not be used for the 
promotion of individual interests or schemes, excepting in as far as these 
may benefit fiy offioial efforts freely presented to all truly concerned.” ’ 

< • 

This is a long extract, but not too long to show' that the Indian 
Government is'woefully backward in a conscious and dglil^^ate effort to 
promote, even by such indirect assistance, indi&n industry and commerce, 
though it has hitherto pretended to justify some of its most extraordinary 
measures on the plea of its paternalism as contradistinguished from a 
popular or responsible government. We have,, indeed, a department of 
industries, and another for commerce, in the central Government, charged 
with industrial and commercial matters including transport and commu¬ 
nications,—without mentioning the separate c^partments of industries 
under the various provincial governments. But these are only organs of 
administering given laws, not instruments for a conscious and active promo¬ 
tion of our national trade or industry. A statistical department with a 
commercial intelligence branch no doubt exists; but, as already observed, 
its publications are generally two years out of by the time they see 
the light of day, and so utterly useless for any intelligent service to the 
Indian commercial world. And then they arc never compiled with the 
underlying and all-powerful motive of a conscious akl to Indian industry or 
trade. If the documents emanating from this sjpecilic department of com¬ 
mercial intelligence must bear such''a critiefem, what can we say of those 
other publications hailing from the various research departments and 
institutions? They are couched in a language as a rule unintelligible to 
the mass of the Indian ' commercial world. One cannot say what puck¬ 
like sentiment of wanton ' mischief dictates the peculiar style,- get up 
and the taut ensemble, which make these documents utter failures from 
the stand-point of the ' immediate objects they are intended to serve. 
Finally such standard works as the Imperial Gazetteers, or Sir Geo. 
W,atts's classic plroduction on the Economic Products of India,, of even 
the reports of the Geological Survey, are either too technical, too little 
known, or too much out of date to be of real use. The Indian Governments 
have yet to learr the utility*^ of commercial handbooks, more up-to-date 


* Op. oit-p. 496-7. The deaoription of the sotivibiee of the lb 3. Department of Oom- 
Rieroe which followa, though not oompai-able to the Oermau prototype would, leave an 
Indian agape with wonder at the remarkable patornaliem of the Qovemment among a paopla 
that offlolally aoorn governmental patemalism. 



aitd readable than the heavy and forbidding tomes of their annual trade 
statistics for instance. * 

( « 

Outside the dVartmental headquarters, the, activities o^, the Indian 
Government in promoting the trade of India are practically non-existent. 
We have no indapenc^nt Consular service of our own, and the British con¬ 
sular service only aims at finSing outlets in India or elsewhere for British 
manufactures. Even if we do not definitely aim at developing an export 
trade in Indian manufactures, the whole view point of an Indian consular 

■ ■ • * 

• To raeotion ooly ooe opocifio case of possible but uegleoted improvement iii their 
methods, Oovernm^t publioabious ia the leadiug vernaculars on all such n^tbe-*8 have still 
bo be tried on a large scale, and English is understood by less than 1 p. n. of the population. 

The following is a list of the^prinsipal offijial publications relating to trade and 
industry and scientific research in India: 

Trade and Manufacturea — 

Annual SUtemenbs of Sea borne Trade and Navigation. Indian and Proviooial (Madras, 
Bombay, Sind, Bengal, Bihar and Orissa, Burma) 

« ^view of the Trade of India iParliamenfcary Paper), 

Tables of the Trade of India (Parliamentary Paper). 

Provincial Rejiorts on Maritime Trade and Oustomi (including working of Merchandise 
Marks Act) for Bengal, Bihar and Orissa, Bombay, Sind, Madras, and Burma. 

Accounts relating bo the Sea-ltome Trade and Navigation of Brifciih India (monthly 
»nd for Calentlar Year). 

Accounts relating to the Trade by Land of British India with Foreign Countries 
(monthly). • 

Annual Statement'of Coasting Trade of British Indi^ 

Report on the Trade and Navigation of Aden. 

Accounts of Trade carried by Rail and River in India. 

Report on Inland, Rnil-liorae. or Rail and-River borne Trade for each Province. 
External ^and Trade Reports for ^jjengal. Bihv an-f Orissa, A*tam, Burma, ^Initod 
Provinces, Punjab, North-West Frontier Province, Sind, and British Baluchistan. 
Indian Trade Journal (weekly). 

Statistics relating to Joint-Stock Companies in Britifli India and Mysore. 

Report on the working of tlic- Irx’Jan Connp.'.nie8 Act for o wsh Province. 

• Report on the working of the India*:! Fa:tory Act for each Province. 

Report of the Chief Inspector of Explosives. ^ 

Price! and Wages.— 

Prices and VVa^es in India. 

Variations in Indian Price Levels. 

Reports of Provincial Wage Census, 

Scientific Department. 

Report on the Operations of the Survey of India. 

Records of the Survey of India. 

Records and Memoirs of the Geological Survey of India. 

Report of the Indian Meteorological Department. 

Indian*Weather Review, Annual Summary.^ ^ 

Rainfall data of India. * 

Memoirs of the Indian Mrteorological Department^ 

Report of the Meteorologist, G'alcutta. 

Report of the Direcfcpr-G^neral of Observatories. | 

Men^rs and Bulletins of the Kodaikonal Observatory, 

Rep^ of the Board of Scientific Advice. 

Report of the^Arohasological Survey of India and ProvinoiaV Reports. 

Report and Records of the Botanic^ Survey. 

Besides these there are annual reports !a Forests, Mines, Rjdlways Ppsts and Tele* 
graphs, and emigration and immigr^ioo. Bat they all labour under Uie genn^l or^icisir 
OUfeUu^ ob^ve. 
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service must be nec^pssarily different. Even the pretagonist of the British 
Trade Commissioners in India has to be evolved. The Indian High 
Commissioner is a personage charged with functions quite different from 
what might he expected from the consular officers^and commercial agents 
of the nation as a whole. And, there are, of course, no independent non¬ 
official organisations, like the Federation of British Indiistries for example, 
to cheque, adyise, or call to order the Government of India on such matters. 
The Chambers of Commerce and Trade Associations, reviewed below, are, 
indeed, useful in'their way; but they cannot serve the need of a national 
Governmpntal agency in this regard. . 

LXX. ' CHAMBERS,OF COMMERCE AND TRADE /ASSOCIATIONS. 

t ‘ 

Subjoined is a brief account of the principal Chamters of Commerce 
and the Industrial and Commercial Associations now functioning in India. 

CHAMBERS OF COMMEI^CE. 

Modern commerce in India was built up by merchants from the West, 
and was for a long time entirely in their -hands. Chambers of Commerce 
and numerous kindred^ Associations were formed by them for its protection 
and assistance. But Indiaw have in recent years, taken a large and grow¬ 
ing part in this commercial life. The extent of their participation varies 
greatly in different parts of India, according to'the natural proclivities and 
genius of different races. Bombay, for instance, has led the_ way in the 
industrial and commercial regeneration of the new India, while Bengal, very 
active in other fields of actij'ity, lags behind ,in this one. Arising from 
these circumstances we find Chambers of Commerce in Bombay, Karachi, 
Calcutta, Madras and other important co.itres, with a membership both 
European and Indian; but alongside these have sprung up in recent years 
certain Associations, such as the Bombay Indian Merchants’ Chamber and 
Bureau, of which the membership is exclusively Indian. These different 
classes of bodies are in no sense hostile to one another and constantly' work 
in association. 

The Londort Chamber of Commerce in 1912, realising the incKasing 
attention demanded by the economic development of India, took steps to 
form an “East India Section" ofKifir organization. The Indian Chambers 
work harmoniously with this body, but are in no sense affiliated to it, nor is 
there at present any inclination on their part to enter into such close relation¬ 
ship, because it is generally felt that the Indian Chambers can themselves 
achieve their objects better and more effectively than a London body could 
do for them, and on various occaiions thei. London Chamber, or the East 
India Section of it, have shown themselves out of touch with what 
seemed locally to be immediate requirements in. particular matters, 



BENGAL. 


The Bengal Chamber of Commerce, founded in I83^, is probsftily the 
oldest commercfal organisation in India. Its h^dquarters aqp in Calcutta. 
Other societies connect^ with the trade and commerce of the city are the 
Royal Exchange, thg Bengal Bonded Warehouse Association, the Calcutta 
Trades Association, the Hetigal National Chamber of Commerce and the 
Marwari Chamber of Commerce. The Bengal Chamber is registered with 
a declaration of membership of 300. Its objects are thc» usual purposes 
connected with the protection of trade “ in particular in Calcutta." * 

Merchants? bapkers, shipowners, representatives of comrrtercial, railway 
and insurance companies, broker^ persons and firms engaged in commerce, 
agriculture, mining or manufacture, and joint-stock companies or Other 
corporations, formed for any purpose or object connected with commerce, 
agriculture, mining or manufacture, and persons engaged in or connected 
“With art, science or literatflre, may be elected as permanent members of the 
Chamber. 

, The Chamber elects representatives to various other bodies of less 
importance. The following are the recognised associations of the Bengal 
Chamlier of Commerce :— * 

Calcutta Wheat and Seed Trade Association, Indian Jute Mills Associa¬ 
tion, Indian Tea Association, Calcutta Tea Traders Association, Calcutta 
Fire Insurance Agents .Association, Calcutta Import Trade Association, 
Calcutta Marine Insurance Agents Association,, The Wine, Spirit and Beer 
Association of India, Indian Mining. Association, Catcutta Baled Jute 
■ Association, Indian Paper Makers-Association, Indian Engineering Associa¬ 
tion, Calcutta Jute Fabrics Shippers Associ;ition, Calcutta Hydraulic Press 
Association, Jute Fabric Brokers Association, Baled Jute Shippers Associa¬ 
tion, Calcutta Jute Dealers Association, Calcutta Liners C-onference, Cal¬ 
cutta Hides and Skins Shippers Association, Northern India Tanners' Fede¬ 
ration and Indian Indigo Co-operative Association. 

The Chamber maintains a Tribunal of Arbitration fot the determina¬ 
tion, settlement and adjustment of disputes*and differences relating to trade, 
business, manufactures, and to customs 5 f trade, between parties, all or any 
of whom reside or carry on business personally or by agent or othdtwise in 
Calcutta, or elsewhere in India or Burmali, by whomsoever of such parties 
the said^sputes and differences be submitted. The* Secretary of the Cham¬ 
ber act<as the Registrar of the Tribunal, which consists of such members 
or assistants to rftembers as may, rfrom tithe to time, annually or otherwise 
be selected by the Registrar and willing to serve on the Tjibunal. The 
Registrar from time to timo makes a list of such members and assistants. 



The Chamber also maintains a Licensed Measurers Defjartment con¬ 
trolled by a special Committee. 

The Ch.xnber does not assist in the preparation of official statistical 
returns. It publishes weekly the Calcutta Prices Current and its monthly 
supplement; and also publishes a large number of statistical circulars of 
various descriptions. 


BOMBAY. 

The 6bject and duties of the Bombay Chamber of Commerce, as set 
forth in theh" wiles and regulations, pre to encourage a frienc^y feeling and 
unanimity among commercial men on all pbjects involving their common 
good; to promote.and protect the general mercantile interests of this Presi¬ 
dency ; to collect and classify information on all matters of general com¬ 
mercial interest to obtain the removal, as far as such a Society can, of all 
acknowledged grievances affecting merchants as a body, or mercantile in-, 
terests in general; to receive and decide references on matters of usage and 
custom in dispute, recording such decisions for future guidance, and by this 
and such other means, as the Committee for the time being may think fit, 
assisting to form a code of practice for simplifying and facilitating business ; 
to communicate with Jhc public authorities, with similar Associations in 
other places and with indiciduals, on all subjects of general mercantile 
interests; and to arbitrate between parties willing to refer to, and abide by, 
the judgment of the Chamber. 

• 

The Bombay Chamber was established in 1836, under the auspices of 
Sir Robert Grant, who was then Governor of the Presidency, and the 
programme described above was embodied in Aeir first set of rules. There 
is affiliated with the Chamber the Bombay, Mill-owners’ Association, wkich 
exists to carry out the same gengral objects as the Chamber in the special 
interests of “ millowners and users of steam and water power." 

All persons engaged or'interested in mercantile pursuits desirous of 
joining the Chamber and disposed to aid in carrying its objects into effect 
are eligible to election to membership by ballot. 

Gentlemen distinguished for public services, or “ eminent in commerce 
and manufactures,” may be elected honorary members and as such are 
exempt from paying subscriptions'. Any stranger engaged or interested in 
mercantile pursuits, and visking the Presidency maybe introduced as a 
visitor by any Member of tlyi Chamber inserting his,name in a book to be 
kept for the purp>ose. 

SPECIAL WORK. 

One of the most important functibns performed by the Chamber is 
that of arbitration in commercial disputes. Rules for this have been in 



existence for many years and have worked most satisfactorily. Thedecisioits 
are in all cases given by competent arbitrators appointed by the general 
Committee of thaChamber and the systeih * avoids the great expense of 
resort to the Law*Courts4 * * 

A special department of the llombay Chamber is its Statistical Depart¬ 
ment, which prepares a large amount of statistical returns connected with 
the trade of the port and of great importance to tlic conduct of commerce. 
The department consists of fourteen Indian clerks who, by’the authority of 
Government, work in the Customs House and have every facility .placed St 
their disposal by the Customs authorities. They compile all the statistical 
information ir/bonnection with the trade of the port, in both export and 
import divisions, which it is besipablc to record. No other Chamber in 
India does similar work. 

The Bombay Chamber publishes a Daily Arrival Return, which shows 
^e receipts into Bombay qj cotton, wheat and seeds, and a Daily Trade 
Return which deals with trade by sea and shows in great detail imports of 
various kinds of merchandise and of treasure, whiie the same return contains 
particulars of the movemeiits of merchant vessels. 

The Chamber publishes twice a week detaiied reports known as Import 
and Export manifests, which give particulars of the cSirgo carried by each 
steamer to and from T 3 ombay. 

Three statements are issued once a month. One shows the quantity 
of exports of cotton seeds and wheat from thc.principal ports of the whole 
of India. The second gives in detail imports from Europe, more particularly 
in regard to grey cloths, bleached cloths, Turkey red and scarlet cloths, 
printed and dyed goods, fancy qloth of various descriptions, woollens, yarns, 
metals, kero-sene oil, coal, aniline dyes, sugar, matches, wines and other 
sundry goods. The third statement is headed, *‘ Movements of Piece Goods 
and Yarn by Rail,” and show the despatches of imported and local manu¬ 
factured piece-goods and yarn from Bombay to other centres of trade served 
by the railways. 

The “ Weekly Return ” issued by the Chamber shows clearances of a 
large number of important descriptions of merchandise. A return of "current 
quotations ” is issued once a week, on the (Jay of the departure of the Eng¬ 
lish mail, abd shows the rates of exchange,for Bank and Mercantile Bills on 
England and Paris, and a large quantity of general banking aqd trade 
information. • • . 

The Mnual reports of the Chamber are substarftial tomes in which the 
whole of^e affairs of the Chamber and the trade of the port during the past 
year are reviewed: • • 

The Chamber has also a Measurement Department whose business is 
that of actual raeasurement'of exports in the docks before loading in stea- 



mets. Certificates are issued by these officers with the authority of th6 
Chamber to shippers and ship^ ^agents as to the measurement of cotton and 
other goods ^n bales or packages. ,* 

BOMBAY MILL-OWNERS’ ASSOCIATION. 

r, • 

The Bombay Mill-owners' Association was established in 1875, and its 
objects are as follow:— 

(а) The protection of the interests of mill-owners and users of steam, 

water and of electric power in Irfdia. 

(б) The promotion of good felations between the^jersbns and bodies 

using such power; * 

(f) The doing of all those acts and things by which these objects may 
be furthered. 

t 

Any individual partnership or company, owning one or more mill or mills 
or one or more press or presses or one or more ginning or other factory or 
factories actuat^by steam, water, electric and or«other power is eligible for 
memhershij), memliers being elected by ballot. Every member is entitled 
to one vote for every complete sum of Rs. 50 paid by him as annual sub¬ 
scription. ” ^ 

INDIAN MERCHANTS CHAMBER. 

The Bombay Indian Merchants’ Chamber and Bureau was established 
in 1907 with the following objects To encourage a friendly feeling and 
unanimity among the commercial men on,all subjects involving their 
common good; to promote and protect the, trade, commerce and manufac¬ 
tures of India and in particular to promote the general commercial intel'ests 
of the Presidency of Bombay ; to consider and deliberate on all questions 
affecting the rights of fndian Merchants, to represent to the Government 
their grievances, if any, and po obtain by constitutional methods the removal 
of such grievances; to collect and compile and distribute in such rnanner 
as may be the most expe,dient for purposes of disseminating commercial 
and economic knowledge, all statistics and other information relating to 
trade, commerce Imd finance, specially India; as well as to form and main- 
tsfin library, and generally to do-all such matters as may promote the above 
objects in view; to arbitrate beKvden parties willing to refer and abide by 
the judgment of the Chambe*; to receive and decide references of matters of 
usage and curtoiji in dispute, recording such decisions for future guidance 
and assisting by this and such other means, as the committee for, the time 
being may think fit; to form a code of practice so as to simplify and facili¬ 
tate the transaction of business. ■’ ^ 

The following bodies are connected directly jind indirectly with the 
Chamber, though no public body is directly affiliated to it , 



The Bombay Native Piece-goods Association (which sends a large 
number of representatives); 

• 

The Grain Merchar^s’ Association (which <s a member)t 

The Hindustani Native Merchants’ Association (which is a member); 

The Bombay Rtce Merehants’ Association ; 

The Bombay Fancy Piece-goods Association; 

The Bombay Yarn, Copper and Brass Native Merchasits’ Association. 

Under the Montagu-Chelmsford Reforms, the Chamber has -the rigfit 
of electing one representative on the Indian Legislative Assembly and one 
on the Bombay Legislative Council. The Chamlwr .ilso has the right to 
elect a representative on the Board of the Sydenham College of Commerce 
and Economics, Bombay. 

Any person engaged in mercantile pursuits or interested in trade and 
■Commerce desirous of joimng the Chamber is eligible for membership, there 
being two classes of members, vfz.. Ordinary and Honorary. 

Gentlemen distinguished for public services or eminent in commerce 
*and manufactures or otherwise interested in the aims and objects of the 
Chamber may be elected as Honorary members by «a General Meeting of 
the Chamber on the recommendation of the C(frnmittec. 

The Chamber publishes every month a journal in Gujarati giving in¬ 
formation on commercial and inc^strial subjects and publishing all statistics 
considered important re'ating to trade and commerce of India. 

COTTON TRADE ASSOCIATION. 

The Bombay Cotton Trade Association, Limited, was founded in 1876. 
The objects for which it was established were inter ^Ua, “to adjust disputes 
between persons engaged in the cotton trade, to establish just and equitable 
principles in the trade, to maintain uniformity to rules, regulations and 
usages in the trade, to adopt standards of classiheation in the trade, to 
acquire, preserve and disseminate useful information connected with the 
cotton interests throughout all markets and generally to [J^omotc the cotton 
trade of the City of Bombay and India an<kiugment the facilities with whfch 
it may be conducted.” * * 

BOMBAY NATIVE PIECE-OOOd's MERCJHANTS’ 

• • ASSOCIATION. • ' 

The objects of the Association are a^follow;— • 

(a) To promote by creating’friendly feelings and unity amongst the 
merchants, the business of the piece-goods trade in general at Bombay, and 
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protect the interests thereof, (6) to remove, as far a^it will be within the 
powers ^f the Association to do so, all the trade difficulties of the piece- 
goods business and to frame sucH line of conduct as will facijitate the trade; 
(c) to collect aKd assort statistics relating to piece-poods arfd to correspond 
with public bodies on matters affecting trade, and which may be deemed 
advisable for the protection and advancement of,objects<of the Association 
or any of thent; and (d) to hear and decide disputes that may be referred 
to for arbitration. 

' . ‘ GRAIN MERCHANTS’ ASSOCIATION. „ 

The object'of this body is ''to promote the interests of tiit merchants 
and to put the grain and seeds trade on soued footing.” It is an influential 
body with a large Membership. 


KARACHI. 

The objects and duties of the Karachi Chamber of Commerce are set 
forth in terms similar to those of Bombay. Qualifications for membership 
arc also similar. 

The following arc the principal ways in which the Chamber gives a 
special assistance to momberi. The Committee take into, consideration and 
give an opinion upon (juestions submitted by members regarding the custom 
of the trade or of tlic Port of Karachi. The' Committee undertake to 
nominate European surveyors for the settlements of disputes ,,“as to the 
quality or condition of merchandise in which bgth parties desire the 
Chamber to do so.” When ilwo members of the Chamber or when one 
member and a party who is not a member hijve agreed to refer disputes to 
the arbitration of the Chamlrcr or of an arbitrator or arbitrators nominated 
by the Chamber, the Committee v»ill undertake to nominate an arbitrator 
or arbitrators, under certain regulations.. A public measurer is appointed 
under the authority of the Chamber to measure pressed bales of cotton, 
wool, hides and other merchandise arriving at or leaving the port. * 

MADRAS. 

t. 

'The Madras Chamber of Commerce was founded in i886. .All mer¬ 
chants and other persons engaged 6r interested in the general trade, com¬ 
merce and manufactures of Madras are eligible for membership. Any 
assistant signing a firm or siting per pro for a firm is eligible. 

The Chamber undertakes arbitrations and surveys the granting of 
certificates of origin and the registration of trade marks. One of the 
rules for the last named is “that no trade mark on ticket shall be registered 
on behalf of an Indian firm trading under a European name." 
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The following publications are issued by the Chanaber:—Madras Price 
Current and Market Report, Tonnage Schedule and Madras Landing Charges 
and Harbour Djies Schedule. » • 

- • ( 

^UTHERN INDIA CHAMBER. 

* t 

The Southern India CSiamlier of Commerce has its Registered Office 
in Madras. The objects of the Chamber are those usual for such bodies, 
concerning the promotion of trade, especially in the M‘'dras Presidency 
and the interests of members. Special objects arc stated to be*— , 

“To m»ntain a library of books and publications of commercial in¬ 
terest, so as to diffuse commercial information and knowledge amongst its 
members, 

“To establish Museums of commercial products or organise exhibitions, 
^ either on behalf of the Chamber or in co-operation with others." 

UPPER INDIA CHAMBER. 

The Upper India Chamber of Commerce is concerned with trade, 
commerce and manufactures in the United Provinces and has its registered 
office at Cawnpore. Members are elected by tl*' Committee, subject to 
■ confirmation by the next general meeting ot the Chamter. Gentlemen 
distinguished for public sirrvicc, or eminent in commerce or manufactures, 
may be elected honorary members of the Chamber by the members at a 
General Meeting and such shall be exempted from paying any subscription 
to the Chamber. 

» 

„ The Chamber appoints Arbitration Tribunals for the settlement and 
adjustment of disputes when invited to do so; members , of the Tribunals 
being selected from a regular printed list 5 f arbitrators. 

• 

PUNJAB. 

The Punjab Chamber of Commerce has its headquarters at Delhi and 
exists Tor the care of mercantile interest on the usual lines in the Punjab, 
the North-West Frontier Province and Kashmir. MemBprs are elected by 
ballot, the only necessary qualification being interest in mercantile pursuits. 

There are two classes of members, pymanent and honorary. The 
usual conditions as to eligibility for election prevail. * • « 

• • 4 • 

UNITED PROVINCES. 

All the im^rtant commercial and industrial interests of the Provinces 
of Agra and Oudh are represented *on the United Province,}; Chamber of 
Commence, * 



BURMA. 


TRe Burma Chamber of Ccpmerce, with he^quarters at Rangoon, 
exists to encourage friendl}< feeling and unanimity among •commercial men 
on all subjects involving their common good, to firomote and protect trade, 
commerce and manufactures and, in particular, the general mercantile in¬ 
terests of the province, to communicate with pu*blic authonlies, associations 
and individuals on all matters, directly or indirectly affecting these interests, 
and to provide* for arbitration between parties willing to refer to and abide 
ky the judgment of arbitrators appointed by the Chambei^ The following 
are affiliated bodies 

Burma Fire Insurance Associatioa , • 

Burma Marine Insurance Agents' Association. 

Rangoon Import Association. 

I 

Tavoy Chamber of Mines. * 

All British corporations, companies, firms or persons engaged or in¬ 
terested in mercantile pursuits, such as merchant, bankers, shipowners and 
brokers or who are connected with agriculture, mining, manufactures, insu-' 
ranee, railways, compierce, art, science or literature shall be eligible to 
become Chamber Members.!' Every non-British concern, or person, similarly 
engaged or interested as indicated above be eligible for election as an Asso¬ 
ciate Member. 

The Chamber undertakes arbitrations* in addition to its ordinary worL 
It does not publish any statistical returns. „ 

COCANADA.' 

n 

The Cocanada Chamber of Commerce was established on agth 
October, 1868. 

The rules of the tihamber provide “that by the term ‘member’ be 
understood a mercantile firm or establishment, or the permanent agency of 
a mercantile firn)‘or establishment, or a society of merchants carrying on 
business in Cocanada, or other place in the Districts of Kistna,,, Godavari, 
Vizagapatam, and Ganjam, and duly electing to the Rules of the Chamber, 
and that all such be eligible, Jbut only members resident in Cocanada can 
hold office. ” ■ Members are elected by ballot. The committee, when called 
upon by disputing mem'oeri or non-members of the Chamber, give their 
decision upon all questions of mercantile usage and arbitrate ujn.a any 
commercial matter referred to them for final judgment In the former 
case a fee of Rs. 16 and in the latter ? fee Rs. 32 must accomp.any the 
reference. 



A weekly slip of current rates of produce freights, and exchange is 
drawn up by the Committee. ^ 

LXXI. THE lifOIAN JJJDUSTRIAL AND COMMERCIAL CilNORESS. 

The credit Of conceiving the idea of organizing an Indian Industrial 
Conference under the auspices of the Industrial Associatitn of Western 
India belongs to the late Mr. M. G. Ranade. Discussion of questions 
relating to agriculture, finance, commerce and industry of tlfc whjle country 
by inviting experts in different branches, the formation of well jnformed 
public opinion on economical problems were the objects l^ept by Mr. 
Ranade in view*in convening. The first'session of the Conference was held 
at Poona in August iSgr, under the presidency of Captain Beauclerk of 
Hyderabad and was attended by distinguished European and Indian gentle¬ 
men. The more sessions of the Conference were held in 1892 and 1893. 
But owing to the elevation of Mr. M. G. Ranade to the High Court and his 
ftansfer to Bombay, this mbvement came virtually to a standstill, until it 
was revived in 1905. The National Congress almost since its inception .'has 
given prominent attention to some of the principal economic questions and 
^he famines of 1896-97 and 1899-1900 contributed not a little to push the 
economical problem to the forefront and resulted in the organization of 
three or four Industrial aud Agricultural exhibitions l*tween 1900 and 1905 
under the auspices of the National Congress, which gave the people an 
opportunity to take stock of their gains and losses in the field of arts and 
industries and opened their eyes to their industrial backwardness. Small 
committees 'stere appointed at thfAe exhibitions to devise means for the 
revival of existing industiies and also for the starting of new ones. 

Jn the year 1905 the exhibition Committee of Benares took the impor¬ 
tant step of reviving the Industrial Conference organization. The first 
session was accordingly held under the distinguished presidency of the late 
Mr. R. C. Dutta. " • 

It has succeeded in creating an intelligent and powerful public opinion 
on mercantile and commercial matters, and in bringing about an industrial 
awakening throughout the country. In order to add to its eflicicncy, one 
of the resolutions unanimously passed .at the Delhi sitting, entrusted the 
Standing Committee of the Conference for ^he year, with the onerous tas\ 
of overhauling its constitution with a view to its complete reorganization 
and the improvement of its driving capacity. The Commj,ftee, after very 
careful and anxious consideration, have come tp tjje conclusion that the 
larger int^ests of the country would be more effectively served by reducing 
to the I^imum the duplication of existing machinerjj, and by concentrat¬ 
ing the energy and resources of tlfc country into as few channels as possi¬ 
ble. It has therefore been decided td bring about an amalgamation bet¬ 
ween the Conference and the Indian Commercial Congress which was 



* 3 ^ 


started in Bombay in the year 1915 with very much the same object as 
the Conference, thus uniting their forces, strengthening their resources, and. 
more effectively focussing the views of the public cti all matters and prob¬ 
lems relating to the comtfierce and industry of tlje country. 

LXXII, THE INDIAN HIGH CpMMISSI05»ER. 

f 

We may notice here in particular the position and importance of the 
Indian Fpgli ‘Commissioner, who, if at all there is a public functionary of 
‘high standing charged with commercial.functions, meets the description. 
The High Commissioner for India was appointed in England, under the 
new constitution of igao, on the analogy of the Dominion" High Commis¬ 
sioners, but has functions and standing ‘quite different. He is not, like his 
Dominions confreres, virtually an ambassador from one sovereign power 
accredited to another; and yet he is supposed to be a political officer. His 
duties are a medley of financial and agency functions, which seldom give 
him a chance to exhibit any anxiety for promoting Indian commerce».*s 
such; and yet some of the activities of the late Sir William Meyer, the first 
High Commissioner, suggested possibilities in that direction, which, if Indian 
trade and Indian industry are to be fully attended to, would have to be much 
further explored and enlarged by his successor. The purchase of Government 
Stores forms the most important of the present duties of the High Commis¬ 
sioner; but the revelations'of the Inchcape Committee--the Indian Retrench 
ment Committee- make it clear tliat the various governments on whose 
accounts stores have to be purcliased outside India so ordain matters as to 
render the High Commissioner a mere mouth-piece, a sort of an inanimate post 
office, whose interposition between the ordering 'authority and the ultimate 
supplying agency only causes needless delUy without any corresponding 
profit at all. * The High Comulissioner' may or may not be made jnto a 

•‘"rlie lligli ( onimiaiiioner lavs ,ira» ii our nttcutioii to the fact that indentora frequent¬ 
ly tie his hande hy restrietiiig him, in spite of his protests, to a particular manufacturer or 
source of supply. This inevitably connotes the payment of higher prices than would other¬ 
wise he necessary, and the High Oomniiesiuner lias furiushed us with several instances where 
largo sums of money have been lost both to the Central and Pi ovincial governmcnfa as the 
result of such restrie,tionB, and also hy indentora conducting initial negotiations with the 
represintatives of particular anus”. Uoport of the /le/eiii JIHnnrhnKtil Cummiltte. p, 143-144 
para .’i‘2. This prnotioe suggtwts very unpleasant reflections about the standard of public 
honour and roctitudh now in vog'ue among ollicera charged with the purchase ot stores io. 
Che eiplauation probably lice in the f((Ot that while the European officer in India is losing 
his sense of reepensihility, the ror,e which dictated a fairly high standard of pub- 

lio honesty having disappeared owing to the breach in hiti absolute monopoly of superior 
posts in public servieo—the Indioii element now attracted and encouraged has, unfortunately, 
still to acquirw tlt.t sense of puhlio morality which is not quite consistent with commercial 
instinots. The lswyer,wilb all )u* unpopularity in the Indian bureaucracy, had still learnt 
to observe the unwritten rules of professional etiquette, which saved him froni abusing bis 
position when he was suddenly made a minister in a non responsible govwh^nt. 1 he 
commercial magnate, tuiucd a minister, may not consciously abuse bis position But he 
has all along I'ceii areustomed to overvalue raonrfy so disproportionately, that it would be 
superhuman tp exiiect of him a sudden and ou.nplete disregard of all opportunities to make 
money over and above his official salary. II therefore the High Uommissioner had to make 
the complaint above-noted with all its implications, we must regretfully recogqise that the 



nucleus of a great service for the commercial expansion of* India. He pro¬ 
bably will develop into a great political officer with the spread of rcs|:||^isi- 
ble self-Governmen^ in India, and during the ccmtinuance of the British Em pire 
federation. Such d^ency liusiness as he may stilT he conductiif|’ on Ix'half 
of the Indian governments would be of secondary import.ince in the various 
sections into whifih Iris dep;ytment is bound to bo split u]>. But the real 
commercial expansion of India by the intelligent collection, \;om|)ilation 
and distribution of information, by a careful watch on foreign markets 
allowing profitable opemings for the imjxnt as well as the export* trade of 
Indi.a, by representation in and association with world commerciak move- * 
ments or associations, must be entrusted to a special service, whos^; supreme 
head and directing giaiius must be in this country. Perhaps an independent 
commercial or consular service for India may be ineinature to-day; and if 
India is satisfied with developing just her own markets only, that need will 
never arise. But graided commercial ambitions on the most modest and 
. legitimate scale, India camvot afl'ord to leave her national commercial in- 
teitists merely to the care of*i Iligli Commissioner stationed in London. 


(contiiiaed from p. 238.) , ^ 

implied aocu^ioa lies oob exclusively at the doors of the mgh placed Kuropean officer in 
India; bu^nt his Indian colleague must also share the onua and odium of the charge. 
The remeOy lor this evjl is not to exclude the Indian; or even the aommennal element from 
the new Indiao Government; but rather to Arpedite complete respoosibility to the people 
governed, so that the representatives of the Ihtter might take suitable step^ to avoid the 
ohargea of corruption— made openlg by the Acwotih Oommittee on Indian Railway! and 
bribery, impljsd in the above paaaage from the ineboape Report. 



Chapter IX. 

COLLECTIVIST ORGANISATION OF tRADE. 

( 

LXXm. COMMERCE NOT NECESSARILY IN§IVIPUALISTIC. 

We have been so much accustomed to regard trade or exchange as 
synonymous with commerce for individual gain that we have almost identi- 
(ified comi'nercialism with individualism, the act of exchange with the 
institution of private property. And yet exchange need not essentially or 
even neceSsawly, spell exploitation. The basic and the Qpjy justification 
for any act of exchange is the possibility ,of an incrcasb in utility in the 
commodities exchanged from the party who has a surplus of it to the party 
who has a deficiency. The classic formula relating to life being too short 
and art too long is rendered a dead letter by the human contrivance of a 
division of labour supplemented by an exchange‘J,of surplus. But the motive 
for production, as well as the stimulus for exchange, are fundamentally 
misconceived in a capitalist organisation. Production on the individualistic 
basis is organised exclusively for exchange. The producer does not care a 
scrap for the articles he produces on a gigantic scale. And though he carts 
still less for the parties he exchanges—or sells—his products to his 
only concern is to get rid -rf his produce in the quickest possible manner. * 
He exchanges to exploit. He sells to make the greatest possible profit for 
himself, not to serve the greatest possible need of his fellow-workers. The 
motive of personal gain has usurped the, ideal of service to one’s fellows. 
The spirit of greed has dethroned the artist’s satisfaction in working for the 
sake of the work’s own beauty. Work thus .becomes not an instinct but 

• “Apart from the aggretsions of a Oapitalisi. ImperiaUam, -which may, it it hoped 
be voloQtarUy abandoned prevented by an effective ficague of Nations, the examples of the 
Congo and Putumaya, not to mention African slave trade and *‘blaok«birding’* in the Pacific 
demonstrate how unendurable it is, for a civilise^ community, to allow to capitalist enterprise 
a free hand for exploitation tif the "non^adult” races, x x x x but nob by mere prohibition 
and punishment of criminal acts can the problem he dealt with. The obtaining of products 
from these territories, and the exportation to them of the commodities that the natives 
desire cannot safely be loft to the greed for gain of individual capitalists, unab^ even if 
willing, to control those whofh they send out to do the business. The only alternative to 
an indedSoite extension of the sovereignty of the oivilised nations ultim^ely covering the 
whole earth, seeina bo be the organisation of commerce with non adolt races, that arc not 
Chus annexed, by some responsible oorporMie body, not acting for private gain ” A Consfi' 
Mion/or the Soeiatia Conummivtallh Britain, p. 324 (note) by Mr. and Mrs. Sidney 

Webb. 1 do not know if the eminent authors of this most intere^ng work would include 
India aihoog the ''annexed” territcries or “non-adult” races; but the foreign trade of India 
hitherto has cet'tafiily displayed some of the worst features of {vivate greed, if not from the 
standpoint of iuterni^ional etlucr; at leMji from that of the EUKtioCal eoonomios of India, and as 
such, oolleotive regulation and control of that trade is even more necessary than^ the case 
of what they call the “non-adult” races. The robbery and exlpcitation of the whif* by the 
stremg is equal in Africa'knd in India., The only difTerence, perhaps, is that while the tribes 
of Africa are blissfully ignorant of the fact of the^ robbery, we in India are folly aware of 
it. It is thus r. nice fffoblem in metaphysics how far knowledge of the fact of bring exploited, 
without an organised and effective proteri againf* tfiat exploitation, coostitatee ao 
acquiaKenoe, on our part, and ^lereforo an exonerafeioo for the robbers. 
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an oppression; not an outlet to express the soul of the worker, but an instnt-> 
ment to obtain a reward in money. In a word production mainly for use is 
perverted into production entirely for exchatige. * To restore exchange to 
its true place in tte scheme of our social organisation, to re^ve the true 
motive for any e.xchange all, humanity will have to be educated to out¬ 
grow the obsession a^d perversions of the existing individualistic organisa¬ 
tion. We must learn to regard the primary purpose of production to be 
not sale but consumption. We must learn to look upon exchange, not, 
indeed, as superfluous or suppresSible, but as highly imgortant function 
necessary to enable humanity, with all its limitations of life atlB strengt|j 
and knowledge, to realise the true aim and object of all being. It‘certainly 
cannot be an •fganised attempt at universal degradation by rrkuttial and all¬ 
round effort at ceaseless exploitation, as our present commercial civilisation 
inevitably suggests. It is far more likely to consist in a skiving for excel¬ 
lence, an attempt at perfection each in his or her own sphere of life and 
action, that would be impossible if each individual or even group would 
•eed to be self-sufficient and produce all that it might itself require. We 
must exchange to excel ourselves in our own work, not to exploit others. 
We must avail ourselves of every device—exchange is one of them, and 
machinery another,-in spite of the undeniable soullessncss of machine 
“production, and of the organisation of a society based on such a production 
which could free our energies to be devoted to the grq^test possible cultiva¬ 
tion, expression, experimentation and perfectior#of self. For the perfection 
of the individual will lx; the acme of socialisation. Exchange for personal 
profit must be replaced by exchange for mutual service. This does not 
necessarily mean that profit must be entirely t;liminatcd. It only means 
that “profit” in exchanga must be equal and mutual. It may even imply 
that the meaning of profit* would be metaiRorphosed. The extent of 
exchange in a reorganised sucioty heroacontemplated would be determined 
as in the present society, by the intensity of demand, which, however, must 
be spontaneous, not stimulated artifici;flly by the designing producer 
intent only upon finding a market for his products; i)Ut that intensity will 
have Jo be valued not by the money the would-Jac buyer is prepared to pay, 
but upon the real utility he expects to derive from the satisfaction of his 
want . 

LXXIV. A PROBLEM IN VALUATION:, 

. • • 

And this brings us to the central difficulty in the modern science of 
economics. We have no proper, adequate scheme of valuation.* I have 
studied and considered all the well-known theories of value.* Hiave pondered 
over th^aboured distinction between the valJfe fbr use and value in ex- 

^ Bar •ueb wtiolea as motor-can or type-write.n aome of ryhioh may be uaed by the 
maaufaolurer for bis own lue, almoat evetj article i/ produced Dowadaya for exchange. Even 
food-Btttfia are produced for exchange—and Obat, too, without there being a euperabandanoa 
of them; e. g, the lodiao wheat. , * 
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change; I have dwelt upon the cost of production and the marginal utility 
in consumption. I have examined the expenditure of labour—or units of 
Life i^orce—in the production of utilities. But I confess } have found no 
satisfactory Ind acceptabln explanation for comprehending and reconciling 
the personal with the social value; the national with the human value; the 
ethical with the economic value. I believe it is not irtippasible to reconcile 
these secmiivdy conflicting requirements into a comprehensive theory 
of values, though I have, for the present at least, no such scheme or theory 
or explanation of mine own to offer. I believe the very fact that__ these 
tival der,nands arc made upon our intelligence is prpof enough for the 
possibility of such constructive reconciliation; evidence in plenty of the 
insufficiency < 5 f the exiting doctrine. I believe that what 'We are honestly 
convinced ought to be, must be, even though ift the given moment it may 
not be; the may-rtot-be being only an additional reason to search further, 
and rest not satisfied until we have found the missing link—or discovered 
that our conception of what ought to be is palpably, demonstrably, conclu¬ 
sively erroneous. It is only when we have recast our conception of value, 
and rearranged our scheme of values; it is only when we have given its full 
due to objective as well as subjective factors in fifing and determining value, 
that we can purge the act of exchange, the idea of commerce, of the vicious 
misconception that has got rooted in it. It is only then that in individual, as 
well as in international, exchange, we shall be able to restore the basic idea, 
the only justification, for c^fnmerce, without personal profit but with definite 
human benefit. Exchange instead of being dnjaded or abhorred as synony¬ 
mous with exploitation, of the type prevailing in European commerce with 
backward or‘‘non-adult" ra£cs, ought to, at.id will, be .welcomed and encoura¬ 
ged as an aid to human perfection and social imprbvement. 

* r 

LXXV. A COLLECTIVIST SRQANIGATION OF EXCHANGE. 

i 

That these aspirations are uot the vain hankerings of an impossible or 
insensate idealism may be evidenced by,the already practicable system of 
exchange by collective-not individual—effort for mutual—and, it may be,— 
equal benefit The root evil of exchange—particularly as manifested in 
international commerce—is the dread of profit being only onesided. The 
co-operative wholesale 'societies of European countries have eliminated 
successfully this,,clement of profit in domestic exchange, by their > working 
device of a dividend on purchasak I do not suggest that the mechanism of 
consumers’ co-operative societie'i iS perfect; I cannot see that this alterna¬ 
tive to capitalism will or does reconcile successfully the interests of the 
producer andrthose of the consumer, or even dispense with a certain amount 
of avoidable waste in tHfe sHape of overhead or middlemen’s charges, which 
necessarily reduce pro tanto the dividend on purchase. But as a step, 
as a half-way house, it is certainly highly^commendable. • 

“ Thus, the co-operative wholesale societies of half a dozen Snropean 

countries, nesides thoinselves obtaining directly from abroad an increasing 
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part of the snpplies that they severally require, have Hiegnn to exchange 
with each other their several products or those for which they ^sess 
exceptional advantage- And duving tb«^ great War nearly all the (fSvern- 
ments thems^ves acted as collectivist iitportys on a gigantjc scale, pur¬ 
chasing abroad—often directly fi-om other Governments-not only every kind 
. of munitions, but also enormous quantities of metal, wool, cotton, wheat, 
meat and otlftr r^jnirements of their own people. I'o the extent to which 
either of these movements develop, the export trade of tl^e world, con¬ 
ducted by capitalist merchants for private ])rofit, will have been transform¬ 
ed essentially into a reciprocal exchange of imports, conducted by the 
paid agents of conductors and citizens, to the exclusion of^iapit^list iirotit. 
There seems to be no reason why this demonstrably practicable cojlectivisa* 
tion of international trade-in which the co-operative movomoiit would 
play an evo* increasing part—should^not become tlio proi|jui»inaut form 

between civilisol communitii s.” * 

• « 

The same writers have shown, in their Fabian Research Department 
Reports published as special supplement to the New Statesman in 1914, that 
the Co-operative Wholesale Society of one country becoming a member of 
tTsimilar organisation in another country, and trading on the true principle 
of international exchange and co-operative practice, viz. elimination of the 
profit on sales as regards the surplus or specialities of each such trading 
country, would solve completely the problem of international commerce 
and bring it on its right lines.t It is true, indeed, that in so far as the co¬ 
operative movement in each of the trading countries* of the world has not 
developed to the stage of a complete elimination of the middleman, by insti¬ 
tuting their own organisationTor production in every important department, 
the true n.iture of co-operative trading may not be observed, and the profit 
on sales may not be altogether •abolished. Even so, the practice of the 
English Co-operative Wholesale Society to send out to the Near East two of 
its own experienced directors to buy and ship directly currents and raisins 
for the puddings of the co-operaltoj,s in fiio countries of their origin from 
private producers or sellers, thereby savpig the C. W. S. an enormous 
amount in the middlemen’s commissions of all sorts, embodies its 
own justification, though the dealings arc with nhn-memhers. The old 
dangei of a co-operative society engaging in export trade to parties who, 
not being its members, could not be entitled to any dividend on purchases, 
and would thus be debarred from obtaining the reftlnd of that portion of the 
sale price which represented the profit of the seller, is thus,largely obviated. 
Though the initial price charged by the sel^ng society to th*e buying society 
would include profit for the seller, the riglit of the buyer society, itself a 
member of the seller, to obtain a dividend on its^purebases would renjove the 
root temptation of the export trade.—Profit-making frhm aliens would be 
eliminated. 


• A Ck>nslU,dim/or the Soeialilt GoSmomoeallh^of ijreat ttirtMH p. 254 by Mr. and Mrt. 
Sidney Webb. * • 

t Tt^ Omnantrt’ OtH>j>emtiA Uoematt by S. lad B, Webb. p. 284. 
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“ To pnt it paradoxically, there ceases to be, within that enlarged cirola, 
aKy export trade, in the ^se of commodities that are sent away to be 
sold in another country in orate to extract profit cNit of olien purchasers. 
Thus we Vnay gain tlie 'vision of the whole of the intefnationte transmis¬ 
sion of commodities hoing managed as imports I 5 y interlocked communities, 
without any toll or profit to the capitalist trader or ban^r, and without 
any opportunity either for loss or profit in theaxercanflle sense." • 

LXXVI. SOCIALISATION OF INDUSTRY AND COMMERCE. 

t 

( , 

* Must socialisation of industry precede the elimination of profit-making 
or exploitation in exchange ? Or, at any rate, is it a condition precedent 
that production be so organised as to exclude the capitalist" profit-maker? 
In another of their works, the great British social thinkers already quoted, 
have expressed the doubt that:— 

“ It must, however, be contemplated that thg export ti-ade to nations not 
themselves adopting socialism or co-operation, and unprovided with 
Governments with which other Governmonts can deal in a corporate capa¬ 
city—and with it, possibly the bulk of the shipping and banking, and 
perhaps of the manufacture, that this export ^rade necessitates—will re¬ 
main longest within the sphere of the private capitalist, subject to whatever 
Conditions of control and taxation the community may find it expedient 
to impose, "t 

t. 

With all deference to the deserved reputation of tfiese writers, it must 
be pointed out that if the export trade particularly is pot first taken in hand, 
the root of capitalism and individualism will be left untouched; and that, in 
consequence, the whole internal structure of production and exchange on a 
socialist or co-operative basis runs the risk of being undermined. It is not 
merely because of the dangers of an insensate profit-making export trade to 
"non-adult" races, as these writers themselves have described the trade of 
Europe with the backward races of Africa, that we would rather begin with 
a state control of export trade, which would be a first conditi on to socialisation 
completely.! Though these dangers are in themselves very terrible indeed, 
it would, we recognise, be ever so much simpler to manage an export-trade 
with socialised or co-operative communities on the non-profit making 
principle; but because fhe other is more difficult, that is all the more a 
reason not to infringe upon the root principles of our own social organisation 
on a more equitable basis. For we cannot demand that simply for our 
convenience in dealing with thdm, other communities should be socialised 
or become co-operative, if fqr themselves and of their own accord they 
would not perceive and adopt the advantages of a socialist organisation. 
Our insistence upon a rigotous state control, wherever we cannot utterly 
eliminate them, upon the profit-making elements in our export tra^b»5|iprings 

——- '■ -r- 

* S. sad B. Webb. Op. oit. p. 289. ‘ 

t S. acd B. Webb. A Oaulitutim/tr the Son'olfX CSonefiomwoM of Onat firilatm p 9S9, 
tOp,clt. p. 33i note. 
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from our perception of the evils resultant from such an exception being 
made to the general basis of a sociajised community. Hence, even though 
other communitfes may not be socialised or ^working on a.co-operative 
basis, tbe socialist commonwealth having any trade with su^ dissimilar 
organisations mt^t keep—on its side at least—a rigorous control of that trade; 
and, like the present-fiay praetice of the Co-operative Wholesale Society in 
buying, if ne^ be, from private sellers abroad directly by their own agents, 
financing by their own banks such purchases, and transjjorting in their 
own ships such consignments, to make a saving for their co-oi 3 e*itors, suejj 
communities must institute their own organisation for controlling^ regulat¬ 
ing and guaran4eeing the quality, price and delivery of their*cxports to 
foreign countries nbt socialised enough. 

This, however, does not quite answer the question of this section. Must 
the socialisation of industry precede th.at of exchange ? The history of the 
• co-operative movement begins with an attempt to regulate exchange, and 
Jevelojjes into carrying on its own production. Hut this analogy or prece¬ 
dent need not be an argument, particularly as it is the [wculiar national 
characteristic of the British people that in all the problems of their national 
iife, they would aim at devising a special remedy for a sjwcilie complaint, 
without troubling themselves with examining in projxir jrorspective the 
complaint as well as the remedy suggested. TJjey iTave translated in every 
day life the biblical principle: sufficient unto the day is the evil thereof. 
And as they complacently regard this national tniit of theirs as an evidence 
of their essentially practical bent of mind, and spund commonsense, it would 
not do for an outsider—and an Indian at that!—to point out th.at it argues 
a want of logic, an inability to think out in the abstract instead of groping 
in the dark. Exchange for profit, how(;ver, would seem to Ire unavoidable— 
and-needlessly ruinous to anylrody who attempts to carry it on without 
profit—so long as production is based on the principle of exchange, not for 
use; and, therefore, is motived solely by a desire for » monetary gain for the 
individualist producer. The very fact that the cieveloping co-operative 
Society in Britain found it advisable and necessary to start its own produc¬ 
tion to supply its own stores, instead of simply buying from private 
manufacturers at wholesale rates, is, to my mind, an argument that, produc¬ 
tion must first eliminate the principle of private gain as aSjnotive force be¬ 
fore exchange can be effectively controlled as a social activity only. 
Collectivism in industry—or all forms of pAduction—must, in my judgment, 
lead the way, not only in order to purge the necessary act of exchange of all 
taint of its prevalent commercialism, but also to avoid or *mlnimise those 
incidental evils, whicii an* intensive and organiled‘effort at industrialism is 
otherjpiSe bound to produce in industrially more backward communities. 
It is, I think, futile to bid them iwt to develop their ‘resources for dread of 
these possible evils. But it wonla in^every case be more profitable—whether 
we focus upon industrialism as exhibiting the sweated mother and the 
stunted (Shild, or as causing a needless rise in prices through avoidably tariff 
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burdens to require that Industry be socialised—or work on some principle 
that weuld avoid or minimise ttje search for private gain, before an effec¬ 
tive regulation of commerce in tile social interest cdn be cjSntemplated. 

LXXVIl. CONDITIONS IN INDIA. 

, 

The preceding analysis applied to Indian conditions would yield some 
very curious results. The Government of Jndia has very considerable com¬ 
mercial enterprise of its own, which, in its totality, would almost dwarf 
file proportions of private enterprise. To use the Webbs’ phraseology, com¬ 
pulsory asspciations of qonsumers has been formed by this Government on 
a scale and in a domain considered'to be almost inaccessible Vo the co-pera- 
tive principle. Irrigation canals constructed and operated by Government 
agency water some 20 million acres of agricultural land in India, thereby 
solving not only one of the most intricate and difficult problems of agricul¬ 
tural economy in India, but adding substantially to the agricultural wealth of 
the country. It is true that this use of collective linancing and management 
in agriculture has stopped short at a stage where the fullest intensive benefit 
of these reforms cannot be had. Our agrarian, produce does not show 
that quantity and variety which scientific cultivation on proper economic 
holdings, duly equipped with seed and machinery and water, could bring 
about. But even so it is a.novcl departure worth noting. Even in other 
departments, Government in India have essayed to run ‘ordnance and cloth¬ 
ing factories; for their army, opium and other drug culture for ordinary 
commerce, and all sorts of forest industries and civic supplies which may 
be required by a growing centre of population. * And in thb domain of 
commerce itself, we find the state practically owning all, and operating 
some very important means of communications*, like the Post Office in all 
its departments and the railways. The wasteful anachronism of a privately 
owned telephone system, or tramway communication, in a city like Bombay 
is the legacy of days in which the need of public ownership and operation 
of these e.ssentially public service utilities had.not yet been fully recognised. 
They are only the exceptions! that prove the rule. Finally, not only iivsuch 
aids to commerce as banking and transport facilities, but even in actual 
buying and selling, the pVinciple of state activity seems to be accepted, at 

* The Bombs^e Developmeht scheme is a superlative example of state activity for 
eiv^l supplies. For it aims at re-elaimiog several fsjuare. miles of area from the sea to be added 
to the civic area of Bombay i to erect ana maintaio some 50,n00 tenements at'Government 
expense and through their departmental'*agency for the Bombay proletariat; to provide, 
through the Bombay Municipality, ijater and lighting and drainage for these on modern 
lines, at an econoiaiu.rcne. This last lias, indeed, seemed to be too high for the ability of the 
intended teioot of the (lovenmiont tenements; but that is due partly to the extravagance of 
a department which has yet to lealn the lesson of rendering 'public service absolutely free 
from any search for private gain; and partly also on account of the doubtful 'V^om of 
excluding the employing , class from bearing a share of the burden. The bankeri% after 
individualism is evidenced by the polioy, seemingly announced and adopted by the IT. P. 
Government, of luaking over their resin and othw factories for working up forest produce to 
private individuals, after all that it hat cost the Govemm^tto pioneer such enterprise to 
Siiaooial success. 







In spite, howeyer, of such very considerable Government activity in the 
domain of commerce,-which, including railways, irrigation. Post Office, 
Banks and the stocks on hand o( material, must bg involving a capital in¬ 
vestment offeome 750 crores of rupees at the least,— the trade of India 
could scarcely be said to be organised on the cdllectivist or co-operative 
basis; or even that the Government of India looks a^ ajl with favour upon 
such trading. ^ They carry on these collectivist* activities under an apology 
as it were. They are_^ unable,- at least in the present generation-to recruit 
their officers from a class which would rise wholly superior to temptations 
of person^f gain in carrying out their public functions. A- contract for coal 
supply to Indian railways at the abnormally inflated prices of 1920 conclu¬ 
ded at a .stfoke for 5 yehrs cannot but suggest unpleasant 4‘tflections as to 
the competence or motives of the authorities responsible for such a mea¬ 
sure; * while the policy of bluff in cases like that of the specific charge 
against the Indian Government brought about publicly by the chairman of 
Directors of one of the Indian steamship comp^inics cannot possibly place 
collectivist enterprise as conducted by Indian ‘Government in an amiable 
light, t The explanation is not difficult to seek. The Government of India 
is foreign in feeling and composition, is irresponsible by constitution, and 
unresponsive by temperament, to the public opinion of India. It is, therefore, 
suspected invariably for these reasons, though sometimes unjustly and often 
on insufficient evidenoe, of urrierc peiis^s in all their activity disloyal to 
the Indian interests. As Arch, even if it wanted to extend its sphere of 
activity, though I for my part doubt if they h^ve any such intentions, so as 
to regulate commerce and abolish the middleman with all his commission, 
somewhat on the Russian Jjattern of cdKective ba/gaining, k is extremely 
doubtful if it would be supported in its efforts by 'the people of India. The 
economic reasoning thus joins hands witti political considerations in 
demanding, as the first step to any ^eal progress in India on the lines of 
nationalisation,—the complete nationalisation of the Government of that 
country. 


*' “ Our attenbioQ was drau n to the fact that, io aome caaee, loog term oootcaota for 
the tupply of coal'had been entered into at high pricea, and we consider it is open to qaas- 
Uon whether placing of long, terjn oontrsets is deeirable." .Para'14, ft. II of the InohMpe 
Oommittee Report. A sense of public propriety has made the Committee nnduly ^roumspert; 
while the fear of the law of libel makes a private individual ruinously timorous.''fj^eiwiae 
the present writer could'tite from his own experience some highly oiroumstantial evidence 
redeoting very discreditably on some of the higbtefi^ public functionaries in India. 

t See the speech of the Chairman of the Soindia Steam Navigation. On. Ltd, at the 
annual Oeueral Mooting on October Slat 1932. > 
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« LXXVIII. FOREIGN EXPERIENCE. 

e 

That Tariff legislation has played a very considei;able part in the 
industrial development of modern communities is amply proved by experience 
in more than one country in all parts of the world. In less than 50 years, 
Germany and the United ^States have wrenched the mastery in industrial 
concerns from the United Kingdom, till that country had fallen to the third 
place amongst the industrial nations of the world before the War. The 
United States had, no doiriit, advantages which were denied to European 
#ountries, in that it was at such an enormous distance from European com¬ 
plications of war and peace. The premier nation of America was thus 
free to develop her immense resources which tlje lu^fbrious varieties of the 
races coming to iuliabit the new continent did a great deal to promote. 
Starting as a child of revolt against the absolute exxlusiveness of the colonial 
regime, the United States were naturally arc^nt free-traders in the first 
generation of their indcfstrial freedom, ^ut even in the first generation they 
were not content merely to develop the agricultural possibilities, and simply 
to supply the food-stuffs and raw materijsils of the European population and 
manufactures.* From 1819 to the. Civil War, the Tariff history of America 
shows an almost rhythmic variation for and against complete freedom of 
trade. But in the generations tiiatj followed the Ci^il War there was no 
flinching in the determination to protect and build up the native industries 
of Anlerica at any cost. The following table compiled from the British 
Census of Production of 1907 and a similar American Document of 1909 is an 
eloquent testimony to the results of at least two generations of active tariff 
manipulations in favou ror for the protection of national manufacture. Except 
in the three first instances America was leading in every line of industrial 
work 15 years ago; and even in the thrcft Exceptions she has made up the 
lee-way since then:— 

- —j - j ^ 

* For 0 detailed dMcriptioe ol the tarill viKieaitudea in the United Statea and tbair 
eHeot «ftba American Induetry from the ftnt year of the Now Republic, tee the Tariff 
fftriery o/«A« (TmtodsSfate. by Taujeig. . • • 
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1 

United States in 
ieg9. 1 

»/ 

United Kingdom 
in 19 ( 17 . 

Superiority. 

Shipbuilding h repairing 

f 

e 

^ . 

« 

• 

exclusive of warships... 

14,672,000 

41,039,000 

British 3-fold. 

Cotton goods . 

125,678,000 

132,000,000 

n 

Dyeing (fetinishing textile. 

16,711,000 

18,000,000 

„ 8% 

Brewing & (Malting 

82,616,000 

67,254,000 

American 26% 

Soap & Candles 

Cocoa, Chocolate k Con- 

22,898,000 

12,707,000 

„ 2-fold. 

fectionery .. 

31,437,0tK) 

16,171,000 

‘/,P 2 „ 

Matches . 

2,271,000 

, 862,000 

.. „ 

Paint, colours & varuish, 
Railway carriages and 

24,978,000 9,127,000 

„ ‘-ii „ 

WaggOTlH . 

24,746,000 

9,8.50,000 

25 „ 

Pens & Pencils. 

2,.''>39,000 

791,000 


Hats & Caps 

16,598,000 

* .5,256,000 

-i „ . 

Clothing . 

190,566,000 

6-2.169,000 


Class & (ilassware 

18,419,000 

4,899.000 


Cement . 

heather tanning and 

12,641,000 

3,621,000 

2’. 

Dressing 

65,.57.5,000 

18,'289,000 

2 '. . 

Paper . 

53,.5.il,000 

13,621,000 


Gloves ... .f. 

4,726,000 

1,056,01.10 

„ 4,1 „ 

Hosiery . 

' .10,029,000 

8,792,0(KI 

41 „ 

Boots A Shoes . 

102,3.57,000 

20,095,tH)0 

»> '* » 

Cutlery A Tools 

l,653,tl00 

' 2,047,000 


t ard-board boxes 

10 970,000 

2,067,000 


Wooden furniture 

■ 43,207,008 

• 7.684,000 


Butter A Cheese 

.54,911,000 

10;l64,000 


Fertilisers . 

‘iO, 794,000 

, 3,.5.52,0(X( 


Silk goods . 

39,382,000 

.5,345,000 

71 ., 

Pianos, Organs Ac. 

17,9.^-/,000 

1,865,OIK) 

.. „ 

Firearms A Amniuniliou 

6,822,000 

' 677,000 

»» ii 

Glookfi & Watches 

7,039,000 

613,000 

Ill ., 

Motor Cars ... .y 

49,8-10,0U(, 

3,.585,()00 

• , 14 „ 


And as though that was not enough protection, the practical monopoly 
which the American industrialists obtained of the European markets during 
the war is sought,to be maintained even now by the intensive protectionism 
o( the Fordncy Tariff passed in 1,922, in spite of all the complications or im- 
^dime nts which such a measura naay u priori be calculated to create",as 
regards tho^Tiquufations and payments of debts duc^ to_America. 


If the United States wjas rich in man and njaterials, no such initial 
advantages could be claimed by .'Germany, which, however, has ,built an 
industrial and agricul^^ural prosperity chiefly due to an intensive tariff legis¬ 
lation for the protection of domestic indiiotries. German statemen of the 
post. Napoleon era were certainly impressed by the exponents of the laissez 
faire syste n of political economy; and the ZoUv'erein was the resijltf But the 







importance of this experiment lies in the lesson it teaches of the immense 
possibilities of successful protection in countries of large extent with the 
diversity of geogjaphical and climatic conditions. Protec tion for a*^raall 
I cou ntry would b^euicidal in the absence of speckl oj excluslvi agvanta'g^^^ ^ 
fhe^ticaily the advantages of PreeTraJe^undeniable. Bu j if a w^- 
! wide freedom of^xclvnge cannot be accomplished in ,'iew of the existence 
I o'niafib7iliIlsnrvaVriesrt¥e*li^^^^ best thing would be complete freedom of 
j trade within such 'aTkrgT'zbne that could justly by regarded as a distinct 
1 SeoRr^hic unit like India oiTh^Tfni'tocf States. The German “statesmen 
■ instTnctIwr)r W of this principle of economic divelopment 

which, however, was not clearly expressed by the economists of the Sfanche,s- 
ter school. Gei^iany was, therefore, a freo trader of a sort, we in.ly say, 1S42 
when the German customs union was governed, till 1879 when Bismark from 
threw over the Free Trade policy. From the latter date to the outbreak of 
the warj Germany was an example of a thorough-going protectionism which 
was equalled, if at all, iq the United States, and surpassed nowhere else. 
yVs to the achievements of such a policy, we need only refer to the following 
tables of the increased production in Germany between 1.870 and 1913, both 
in agriculture and in industry * 


* 

Year 

Production in (iermany 
of tons. 

Coal ! 

1 

in Millions 

Ikon * 

Year 

( Tons ) 
Potash has 
increased 

180.5 

28.33 


.975 

1801 

2,-. 93 

1675 


• 

2.02;) 

1871 

300,747 


73.07 


3.().7 

1881 

943,903 

1895 

1U3.90 


5.405 

18 •! 

1,370,013 

1905 

173.00 


10.988 

1901 

3,484,865 

1913 


e. 

14.793 

1911 

9,606.900 


The Agricultural production increased as 
■ (In tons:—) 


Year 

Rye 

Wheat 

Oats 

Potatoes 


■■ 

49.52.525 

‘.315278 

4228128 

t 

^9466212 

Mh 

1890 

586.8078 

28.30921 

4913544 

‘23320983 



85506.59 

3-41165 

7091930 

.t0.585317 


1910 

10511160 

. :5861479 


4346839.5 


1913 

_ 

12222394 

46^)5956 

971 i!'6.5 

.5412! I4ff 

■ill 


Exports 


63500000 

107440000 

149100000 

239800000 

319800000 


These tables have been 


eeo coinpil|d from Mr. E. Barklr'a- - . 

For a most ioterestiog study of Oerroany betore tne war, the works of Mr. W. n. Daws, 
•ooh as tiu JSWirfion of Modern ermony would be a mine of information fer the etudeat a* 
well as th^ atetesman. 
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As regards the character of the German Tariff, we need only say that it 
started with a modest schedule of 47 articles in 1879, which in 1902 was 
elaborated into 946 different articles. * • c 

LXXIX. LIMITATION AND IMPLICATIONS!OF FREE TRADE AND 
PORTECTIONISM. 

Instances could be multiplied ad infinitum to show the possibilities of an 
intensive protective policy for the building up of a country’s industry. That 
need not imply^ however, that we are totally blind to the limitatiqns and 
^hort-comfiigs of either of the two rival systems of national development. 
Scientific protection, as enunicated by List and accepted even by J. S. 
Mill, consists-of a temporary fiscal- aid given to selectee} inClbstries, which, 
from inherent advantages of natural resotreei or other adventitious circum¬ 
stances of equal efficacy, reasonably promised to be successful within a 
given period, the success being measured commercially by profits, or 
nationally by the strength it would bring to ^he community as a whole, 
Analys^n its constituents, such a principle wceald necessarily imply— ' 

^Thatthe fiscal aid granted in the shape of high custom duties 
vmh competing foreign products be equal to the difference in cost of pro¬ 
duction within the country imposing such a tax and its rivals abroad, (i) 
In proportion .'as the efficacy of the protective industry grows within the 
protective country the amount of protection granted must be correspond¬ 
ingly reduced. (3) In any event, provision must be made for the abolition 
of any protection to an industry, which, having been given a trial, has either 
made its position good, in which case it would not need the protection, or 
as proved a failure, in which case protection wquld be unmitigated waste 
The period, however, cannot be fixed by cast-iron rule in advance and must 
be left to vary according to the needs of different industries. (4) That pro¬ 
tection be at all given to an industry, it w,ould be necessary to make prelimi¬ 
nary enquiries giving sufficient proof of the commercial possibilities for the 
industry demanding protection. Unless^ and until such a prima jade case is 
made out by a competent, responsible and independent body of investigators, 
it will be sheer waste of the'"community’s energy to contemplate any ^lan of 
protection. (5) such a /-rima /ac»e gage an don conditions laid down 

above, the method, and trie degree of protection to the articles selected for 
the purpose and its substitutes must also be elaborated in reference to the 
general principle laid down aboye. 

The mere enumeration of these conditions would suffice to indicate the 
principal limitations on a policy of protection to national industries. The 
chief hardship 6f such a system lies in the inevitable loss it involves in the 
shape of high prices of thfc taxed articles. Says the Indian Fiscal Com¬ 
mission, 

V/' ** The burden of protection arises ^from the increase in prices. It is 
obwus ^at an import duty tends to raise the jrioe, not only of the im- 
ported ariiole but also of the competing looilly produced article. Cases 
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sra uialysed by eoanomists in which for speoial reasoifs or for temporary 
(eio) perioda the normal reenit does not follow, or follows only partially. 
Bnt broadly,speaking there is-no dis(>nte as to the tendenoy of import 
duties to raise the prices of the articles taxed.** ^ 

I*. 

' But admitting this hardship, the following considerations, however, 
must not be lost sight of. (») With the successful protection of suitable in¬ 
dustry promising profitable development within a measurable period, the 
fi eld of emp lo yment in the protecting country must unaTOidaW^ expand; 

■■ with’ Its expansion there would be a corresoonding increaee in wages," 


ancT 


The following table of wages per annum in America tells its own tHle.t 

i860 I i(j6’oo ' i8go $ 3oi'oo 

1870 „ 288 'oo * '• igoo „ 285 'oo 

1880 „ 240.00 igio „ 350*00 

If Ivages rise as a result of protection, the increased burden of taxation, 
even granting against probabilities that it falls wholly ii|x>n the working 
classes, will be largely if not wholly offest by their increased earning power.i 
The net burden of protection, therefore, if any, will fall upon that section 
of the community which cannot be included in the suffering interest. And 
for them the remedy would be, either, to broaden the basis of protection so 
as to include every possible shade of productive industry, or, to ignore 
absolutely the nonjproductive classes as univorthy of attention, being 
parasites, (b) In emphasising the burdensome nature of protection under 
modern conditions, the faci is fre(]uently ignored that capital as well as 
labour now-a-days tend to lie so highly specialised that neither of them can 
be readily and promptijl .shifted to industries that need not fear any artificial 
regulations. Protection is usually given by one country against another 
more highly specialised, and,. .therefore, more efficient and successful in 
competition. But when the forrrUk* starts the protectionist policy by levying 
high import duties, the latter must still continue to manufacture for the 
former's market, Ixicause it cannot teadily divert its capital and labour to un¬ 
protected channels. Prof,J’lehn mentions in hitj fntroductinn ttf Pubiig 
|«ce rive cases in which the burden of the Protective Import Duties is home 
(By the foreign exporter of the taxed article; and among these we find that 


“ when a now tax is laid on goods produced with the* aid of large fixed 
\ plant for a limited market which would he lost if the pi*ioe is raised. 4* 
I long as the producer is unable to chan^e^he character of tlio plant he must 
Ipay that tax; for example, iron products from the Rhine to be gold to 
(Sheffield, "t 

English classica l econom|sJs elaborg^e^^^ 

Trade, the. Assiimnfmri oPaarteBt-^i^itv of canital and iahmir ha(| 
tmthJLToKiay^ it is less substantial than a legal fictiop, If prices must and 

- rr . , T" - 

* Para 88 Majority Report of the Indian Fiaetd Commiamon. • 

t Compiled iTOm}ileonomie dStattamatuMp (page 304) by J. Bliia Barker. 

10^ dt. (Mge_83S-^7. 



254 


do rise as a consequence of a protective policy, ^he protectionist country 
need not and does not always l)car the full burden of the protective duties. 
And the rise of prices will not b? quite So general ae an a^riori considera¬ 
tion of the problem would suggest. * ^ * 

“ The liaKic cri'oi' of this view, aside from the fact Jhat ooithor the costa 
of production nor tho cost of acquisition detdrmino value, lies in treating 
the production and consumption of a country as fixed quantities, which may 
lio influenced hy foreign commorco in t^ieir proportional combination but 
not in thoir total limouut. As a matter of fact production may not iperely 
„ be incmisod by importation, due to tho increased employment of idle capi¬ 
tal of labonr force, or to tho bettoi’ utilisation of thos“o alroady employed 
• througlj tho acquisition of raw matorials, but may also^ be reduced in 
quantity it it has nbt developed fn tho point of mooting foreign competition. 

I In tho examples cited above, Italy wo»ld Ifo impelled to sacrifice ita grain 
production also to foreign competition, as it could then obtain all its goods 
more cheaply from abroad; but then it would no longer have tho means to 
pitrchnso thOTU."” t 

case for protection, then, even admittirig its invariable concomit¬ 
tant of a certain loss to the consumer, must rest upon the indisputable 
basis of developing a country’s resources. If the bprden occurs at all, it may 
be borne as either an unavoidable cost of national education in mattery 
industrial ; or be set off by other considerations. Thus it has already been 
pointed out that high prices is a relative term which loses its significance 
in face of an increasing pul chasing power resulting from the increasing 
national wealth. It is possible that the full benefit of that increase 
may not be shared equally hy all classes of the country. But in so far as 
that argument is valid, it applies to the system of JistribuHon, and not to 
the nature of our fiscal policy. It is desirable, of course, that all classes 
should share alike in the increase of nationdl prosperity. The defective 
system of distribution is in every country 'giving birth to a double set of 
forces; one working from below in the shape of workmen's union and 
socialistic ideas, which, by closer organisation, better equipment, and, in 
cases, more militant t/Tctics of workmen', arc forcing a recognition of their 
claims to a larger share in the total national output than was ever di^amc 
of as likely by the full-blooded representatives of the Manchester school of 
English economists : tho other working from above, in the shape of labour 
or social legislation, prescribing the hours and conditions and even the 
minimum wages of work, together with a whole host of provisions for 
insurance and compicnsation and, pensions to workmen, which must inevi¬ 
tably make a serious deduction from the employer’s profit. These are 
tendencies which militate str'ongly against the very fundamentals of classical 


* "It. may, we think, be taken as the view accepted hy economiata that a general in* 
crMKe in import duties tends to produce a general rine in prices in a country and notv^merely 
a rise in the price of itn)>orl?d articles and such locally produced artioIe»; as directly compete 
with them*** Fiii'at Majority Re^rt para 68. This is obviously a ye<)lio 

t cp. Orcn^el Proferfiomm p. ISO. 
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economics, free exchange of goods and services, whethef at home or inter¬ 
nationally. We do not suggest that the ideal of equal or even cciuitable 
distribution of mitional wealth has‘yet beeti reached in the ino.'l advanced 
industrial nations of the world. Wc only mention them*as admitted 
tendencies countervailing the last lingering plea for the continuance of the 
old, exploded ideas absolute freedom in exchange, 'l 

The foregoing is the strongest argument against intensivi- protectionism. 
In examining it, we have cojisicfered implicitly or expressly ^le counter¬ 
arguments of nation-building and increased employment resulting,jn highef 
purchasing power in the protected community, side liy siile, with the higher 
cost of living. 'Q'hj other dangers of protectionism are rathdr an outcome 
of the spt!cial conditions of tilt; pivsent age tlian any inherent llaw in the 
system itsalf. Thus, it has been suggested th.it piolectioirleads to the deve- 
^ lopment of the Trust. Because in Germany .ind ,\m lica, the classic homes 
^ ' of the Trust and the Comliine, such combinations havi; grown subsecpient 
: to the adoption of the polity of protection, it does not, however, follow that 
! trustification, if we may be allowed to coin such a phrase, is the inevitable 
, result of protectionism. In Britain, the still more classic home of free 
i trade, the Trust is not utterly unknown. 

“Alike in protected and unprotected inarkots, free eompolitinn hooomcn 
, cut-throat, prices fall, and over-produclion ensues in I lie wild elTorts of 

i producers to redtice cost liy a larger outpul. *11 tlio word noriiuil were not 
appear entirely out of [iluce iu dealing with nlieiioiuena. of which we do not 
, know all the factors and cannot evaluate nil those we know, on» might say 
that tee normal oour.so of modern trade was t^iiit jirices should always tend 
towards the cost of iii'oduclioM,*lha( lids leiidcucy develops Itself with iii- 

creasiugspei d. and from time to limn ended introduction at a. loss. 

The fact remains that Ihotirst ohjcct with whieh a man enters husiness is 

, to make money, and Ids i c» pd Is to iiiake as much as he can. 

If any social institutions or trjdi' methods stand in the way there would 
; lie a revolt. Such a revolt in a mnltilnde of forms we ara now witness- 
ing, starting fro'.n the simple eomliiiied refusal to trade at a loss and leading 
■up to a position id' domimince oTan indu.stry scanVly distinguishaldo from 
!a monopoly." * 

» * 

The Trust is in effect the result of n desire to secure asgient an economy 
in the internal working of an industry .is would be possible by increasing 
the scale of operation on which the industry is.condtictotl, It may be that 
’ the resultant combination, after securing ay the economic*;, refuses to giye 
i the benefit of those economies to the cousuming public, and charges a price 
' calculated to bring in the utmost profits to the monopolists. Bu^ such an 
I abuse will provoke its own specific remedy ; and anti-^nist.legislation in 
i one form or another v»ill We the consequence. Bjit ii is impossible to lielieve 
I that the Trust is the logical and inevitable offspring of protectionism. 
The ^al motherg)f the Trust is the need for economy.__ 

• HjW. Maerosty tlief'lrwit in.&Uiti Miulry. p. 2-3. A aimilar woii 

by Mr. ooticluifioo as to the reasons which go fco <he making erf a 

Troat^ the |Umiuatiou erf oompotitiou. 





Protectionistn, may indeed act as the wet-nurse, but it cannot be 
regarded as the all sufficient force matrice. Should, therefore, any country 
be afraid of the possible outcome of a Trust in embarking^ upon a policy of 
protection, it would be more advisable for such a country to provide legis¬ 
lation for the formation of indu^tejal corporatiotfe which will be kept clear 
5f such abuses,"?.!their fhah aUjure ailbgetlier tne entire scheme of protec¬ 
tion, however necessary it may be in national interests. 


A still another danger of an intensive policy of protectionism, now-a- 
jdays apprCiiended, lies in the resultant international complications! It is 
argued, liot without reason, that the civilized countries^of the world to-day 
arc so intir.iafely connected with one another by mutual ccmmerce, that 
any policy of exclusive conservation and, exploitation of its own resources 
|jy any country may quite possibly cut off some essentials of national exist¬ 
ence from another country; and thereby give rise to retaliation in kind. 
Ever since i860, when the first Mos t-Favo ured- Nation-Treatv was signed 
between England and Franee, international politics have come to be more 
and more dominated by economic and commercial considerations, till even 
the last war has by many people been explained as being due to such 
forces. Political considerations of this nature cinnot, however, be permit¬ 
ted to infringe upon the national sovereignty of each self-governing conl- 
munity.* Its fiscal policy must be determined by each solely with reference 
to its own requirement. .Ipternational demands are capable of regulation 
in amicable settlement by mutual agreements and concessions. But if inter¬ 
national amity itself is to be preserved, the principle must be accepted that 
wherever international demands contlift, witli national requirements the 
latter must prevail. The contlict of Nationalism r/ith Internationalism is a 
feature of world politics to-day, which, I am afraid, must grow worse before 
it becomes better. For reasoning people there can be no doubt how the 
issue will ultimately shape itself. But that the essential brotherhodd of 
mankind be generally accepted, and international commerce conducted on 
lines of cooperation/, or collectivist organisations chalked out in the 
previous part of this work, it is unavoidable that nationalism must have its 
full say in the matter. Intense nationalism as manifested by a protectionist 
policy may provoke resentment; but to what extent such a resentment can 
take the shape of effective retaliation must be left to be decided by the 
peculiar circumstances of each country, t And when nationllism'' has 


* Deleterious fcraftio, however, isurh as 
■lave traific, may be regulated by ioternational 
prioolple. 


th«6;iii_opium or sUvee or the eo called white 
sgreemento, «ad, u Buoh, excluded from thie 


tScothe ohWpterein pMt II deeling with the analyeis of the exporti end imnort. 
of lodi. w. well M oh«,*er I .jwrt^I dealiog with the generel prinoiplee'of Co t«S 

“ The only remedy to bring nlmoet the fullMt development of esJh count%’t reno'nroen 
without Injuring the lutereets of coneumers or cnuving » wanton retaUation ia in onr’^DiniS 
lor the State to take rf-pon itaelf the back of pr/Kluotion, or at leaat ila rwulation 
unlta of the lawgue of Nationt become comjietjtivA’ producera ie olaaaic winoioli of ooi» 
pantiva ooata would automatically aeaert itee!f-«a io that ouv the oooBdai^ of eauaUtr 
would help to banish all suspicion of ulterior designs. International oommeroe wo^d thw 



achieved its object of so building up the local strength of each community 
as to endow it with a full consciousness of equality ; an<f when internation¬ 
alism has also side by side progres^ so as to permit trade being conducted 
on normal natural line's instead of the pervergion by whiqji it would be 
forced into artificial chaBjicls, the danger of international complications 
arising out of a golic^ of nation-building will automatically vanish. 

In examining the case for protection in general, we must, by implica¬ 
tion, be held to have also pronounced upon the case for freedom of 
exchange. It cannot be denied that, if only the conditions assulned by th^ 
Free Trade economists were in fact existing, complete freedom Of interna¬ 
tional trade fr^m all State restrictions would result in the utipost gain, the 
distribution whereof will he ijiost equitably accomplished by the exercise 
of enlightened selfishness. But the assumptions are qnly assumptions. 
They have, in fact, seldom been fully realised in the case of any country. 
The root mistake of the Free Trade philosophy lies partly in this haste to 
assume as existing what hA merely been imagined for the convenience of 
ttieir logic, and partly in the inability to perceive the demands of national 
solidarity. Complete freedom of trade, especially between two unequally 
developed trading nations* would mean a dissipation of resources, particu- 
^rly for the weaker and less developed nation, which could not be compen¬ 
sated by the theoretic possibility of the total gain l)eing larger. Whether 
we consider the possibility of a breach in ^international amity,—under 
which, of cqurse, freedom of exchange must be considerably curtailed for 
political reasons, though the 'average free-trade economist never quite allows 
for this contingency,—and so require the prpvision of all essentials of 
national existence teing supplied within the nation itself; or whether we 
contemplate the purely economic phenomena of distributing the gains 
resulting from commerce, the frfc-trade reasoning will do well not to overlook 
many vital factors of every day lif ;. hfations cannot afford, any more than 
individuals, to be philanthropists; though no one would deliberately try to 
pervert or suppress any manifestation of instin-jtive generosity of an 
enlightened people, as it has, in fact, manifested itself in the past in the 
supFiession of Slave Traffic, and the regulation of commerce in deleterious 
drugs like opium or cocaine. The following critique from List is as true 
to-day as it was when it was first penned. 

>- « 

r* * 

“ The school fails to pei’oeive that iiiidpr a system of perfectly free com¬ 
petition with more advanced manufaqtuving nations, a nation which is less 
advanced than those, although well fitted for manufacture, can never attain 
to a perfectly developed manufacturing power of itj own, nor Cb perfect 
national independence, without protective duties. It dbeS not take into 
I account the influedee of war and the necessity/or » protective system. 


-^^Icoutiuaed from p. 256.) , 

follow the national line of a territorial di4ision of labour, the exchange between the trading 
nations being effected on the collectivist basib, and governed by treaties ticking the plan 
ianttmerable individual contracts.. “(Ref: Si'ziy Ytara oj Indian Finance, page 253.). 
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It soekB to adduce tlio benefite which result from free intei'nal trade as a proof 
that nations can only attain the highest degree of prosperity and power by 
ab’Solute freedom in international tradtj whereas history everywhere proves 
the contrary.” * ^ ‘ 

LXXX. OTHER AIDS TO INDUSTRY sfesiDES TARIFF. 

. • • . 

The task cf nation-building cannot be accomplished merely by tariffs, 
however intensely protective they may be. Unless the environments and the 
conditions (jf tht nation, intent upon building up its prosperity by,such 
collective, action, assure it of a solid foundation for the sucasss of such 
measures, it would be absurd to hope that by merely increasing the duty on 
import articled or restricting the exports a country can ipinl^fer to its own 
prosj^crity. tThe other conditions, besides'tariff manipulations, which have 
at least an equal Say in the economic development of a country are, it is 
true, not so well advertised, but they are none the less eijually if not more 
effective. The existence, for instance, of raw lUiaterials and sources of 
energy arc obvious postulates for any successful'industrial ambition of S- 
nation, and still less visible though still more important. The existence of 
population enlightened and enterprising enough ^to justify the adventure 
must also be presumed. Social legislation or social institutions, moreover, 
which would draw out the best in the inherited and acquired skill of the 
people, as well as the ni-.tional resources of the country, are indispensable to 
attain the same goal, t It i 5 , therefore, but fit and proper that in every 
country, intent upon rapid material development of the nation, stress be 
laid upon improvements in educational establishments, particularly techni¬ 
cal schools, industrial exhibitions, patent Idws, transport hnd banking 
facilities,—all so managed as to minister to the one supreme aim in view, t) 
In fine there are measures or institutions, whieff, even if they arc ineffective 
by themselves, would be indispensaWe to rfiake active exertions of more 
specific kind for national development successful; and may be employed 
even in countries which do not approve of tariff legislation with a protectionist 
bias. ^ '' 

LXXXI. ALTERNATIVE MEASURES TO TARIFFS. 

Apart from these general measures of a socio-economic description 
calculated to prorliote national industries, we may also mention some 4>e- 

< I 

’ 7V»6 Nalioml SyXtm of Politir,ai feimoniv ly List, traoslated by 8. 3. Lloyd Ch. 
XVII paga 263. Even Adam Sniitl^ tbe father of English classical or Free Trade eooaomios, 
allows three excoptiijns Mr apeoial protection to internal indnstry, vis; by way of retaUation, 
by way of defeooo of the nation and as a means of equalisatiop. Say’s addition has already 
been mentioned above. f 

i See part I iB) relating to the intluenoe of the Mogul court on the industry iiylndia. 

t See para. 122 ot the Indian FikoI fottmiinan Rtftort, relating to greater 
Industrial buyers in primary education in the trjinitg of apprenfcoes, the improved nobility 
of labour, manipulation of railways and shipping rates as all \raloulaled to assist besides 
tariffs in the task of industrial development. * 



cial measures, which are, generally and in intention, of Jhe same category 
as the protection customs duties. 

We must admit that protection to a country’s indu^ries does not 
n^essarily or exclusively consist in a manipulation of the fiscal system. 
According to tl»e difficulties of each industry in question must an appro* 
priate measure of protection be applied, just to meet that particular set of 
difficulties. An industry may want more efficient labour, arid accordingly 
must-be proposed measures of bdtter technical education, wider system of 
apprentices etc; or it may want capital facilities, and accordingly must be 
proposed schemes of special industrial banking or amendmen)*Df the l.w 
regarding nel^otiable Instruments or Joint—Stock Compaoi.^); or it may 
require an assured market and ^rccordingly must be suggested a system of 
preferential purchases by Government from the home producer; or it may 
need more direct aid in the initial years of its struggling into existence, and 
accordingly must be demised a scheme of bounties or subsidies; or it may 
•call for special means of protection against products of unfair competition, 
and may accordingly originate special anti-dumping legislation or even 
prohibition. * 

Taking some of these measures mentioned above seri.atim we might take 
bounties and subsidies as the most important measures of national protec¬ 
tion or assistance to domestic industry by mcajjis of*active state aid. Japan 
wanted to build up a ship-building industry, or Germany, a beet-sugar 
industry. In either case, niere manipulation in the Tariff schedules would 
not have served the purpose, fhey, therefore^ resorted to bounties. The 
Indian Fiscal Commisson has specifically recommended ;— 

c 

“If, liowover, any furth^,* Siiiio a^siKtance appears to bo roquireil in fclio 
initial stages, wo think ti'ab shorfiJ, as a rule, take the form of Iiounties, 
or sueli other forms of asHistance as are reoommonded l>y the Tmliau Indus* 
trial Oommission.” 1 


But against the general use of bounties as a form of protection we 
would enter the following observations of practical difficulty. Bounties 

* Says the /nrfian Fisal Para 102, o profio/t of asHistunce to now indua- 

tries “not only id our view arc these strong objecti. iiJ as a rule to granting tai ilT protection 
to Dew industry, but a grant of such protectioa is really aoneee^saryi’ Thii is n radical rnis- 
conception of the fuudatncntal position as elaborated by that very boefy and as pointed out in 
para 97 of the identical doi^uiuent. An industry^ may bo perfectly suitable on any oHu or 
more of the considerations mentioned in that paragraph, and yet be prevented from being 
started in this country by the stress of foroign oumfictitiou. Its prospects ani} possibilities 
may not be a matter merely of the promoter a antioipatious, but a sfiatet^en} capable of definite, 
objective matter of natidhal iinportauce, independent of any advantage it may be cal':nlated to 
bring to its first promoters. Ship-building of the modotn type is an iostanoo in point. For 
suchcan industry to be effectively developed, other forms of state aid and prote‘if.ion, such 
as reservation of bhe coastal trade for the Indian-owned an<^ Indian-built vessel^ or tbe 
grant of bounties and subi^dies per toj^ge constfucted or voyage accomplished, would hav^ 
to be combined with fisci*^! protection. * 

Para 102, Majority K<fport, Indian Fitted Comjme$io% 



are a form of direct state expenditure, which, however useful the object for 
which, they are granted may be, must necessarily be limited by the available 
resources of Government. The present position of the Indian Government, 
for example, gives very little reason to hope that, i^ depended upon, this form 
of protection would go a long way in assisting new industries to be bdrn. 
The epigram that the true line of action for a protectionist policy would 
be to “ nurse the baby, protect the child, and free the adult’’* leaves no room 
for the care and protection of an embryev which, for aught we know to 
the contrary, mSy be fraught with the greatest possibilities.^ We Cannot 
agree to tjie suicidal implication of stilling the embryo or inducing on 
abortion, merely because of.the possible pangs of birth-gi^ifig. Further, 
the bounties, even when the ease fn national^ finance permit their being 
granted, would necessarily be in driblets, and remain always contingent upon 
the financial ease being maintained. Such a proceeding would be inconsis¬ 
tent with the problem of developing the industries—like ship-building— 
on a scale commensurate with its national importance. Bounties, being a 
direct demand upon public revenues, have no doubt a double advantage; 
their burdensome nature is immediately perceptible, as contra-distinguished 
from the burden of customs duties, which, being sJrifted, are impossible to 
trace in their ultimate incidence; and as such the moment bounties become 
superfluous the pressure of the tax-payer, at least in a responsible democracy, 
may be trusted to sec to their abolition or diminution. And .secondly, they 
are capable of being applied just to those industries which are known and 
admitted to be promising ; and ju.st to th.at extent, which is considered to 
be necessary. Bounties are, as a rule, less popular, though more effective; 
less regular, though, when granted, more aepondaWC; less injurious though 
in their incidence more direct and specific. Tli,e first scientific protection¬ 
ist of the world, Friedrich List, says:— j 


“Bounties are objootionalilo aa poi’nl'anent inoaaiirea to render the ex¬ 
ports and tlie competition of the native manufactories possible with the 
manufactories of further advanced nations in tlie neutral markets; l)nt they 
aro still more objoctfonable aa llio means of getting pos.sc.ssion of the inland 
markets for mamifactiired"goods of nations wliicli hare themselves alrt.vdy 
made progress in mannfactni'es. Vet thorn arc cases where they are to be 
justified as temporsry means of cneomugemcit, nam ly, where tlie slumber¬ 
ing spirit of enterprise'of a nation merely re:iiiires stimnlus and assistance 
in tlie first period of its r^ivival, in order to evoke in it a powerful and 
lasting production and an export ti-ade to coniitrios whicli themselves do not 
V possess flourishing niaiiufactiirhs.” 1 


Another similar experience of state-aid in national industry lies in the 
grant of 'concessions or mondpolies, particularly in developing the mineral 
wealth and providing special transport facilities. 'Being restricted in 
their character, such special concessions and monopolies may not prove as 


objectionable as their r,eal nature and economic analysis. would suggest 


i. 


• Evidence of LaU Harkisen Lai before the 
mente thereon in the March (1923) number of the Bf.owvU^ Jmianukt. 


See the oem* 


t List Op. cit. p. 252. 
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them to be. For it seems to be more and more clearly recognised tha 
monopolies of this kind,—even wh^i the industries in question arc not 
operated directly by the*state itself,—musf te regulated, And,such regula¬ 
tions may not be satisfied 9merely by laying down the maximum charge 
involved upon th# consumer, or the maximum charges for the commodity 
or service monopolised, Tht mineral and the forest wealth of most coun¬ 
tries is even now hardly fully understood. Its surrender to private enterprise 
for exploitation would seem to be a suicidal stop, not qnly because it 
deprives the community of its legitimate right to the exploitition of its, 
inherited patrimony for the common Ixjnelit, but also because it creates 
complication#for future generations as. regards compensation to vested 
interests that need not at all Ivive j)een created. It is only when we remember 
the considerations for providing men and money required , initially to open 
up such enterprise that we feel inclined to moderate the censure upon an 
otherwise indefensible state. With its other obligations, and existing demand 
upon itsTreasury amoderi^ state finds it increasingly difficult to provide the 
capital or command the man-power necessary for such operations. And so 
perhaps special creations of state estaldished monopolies or concessions 

may be recognised as effcAive means of national development. 

• 

The other similar measures tending towards an identical goal cannot 
be reviewed at lengtji in this summary with apy chance of doing justice. 
They comprise; banking and credit facilities, manipulations of railway nates 
and shipping freights, and ihdirect aid in a hundred other forms, the real 
utility of which it is often impossjblcto measure,in terms of pounds, shillings 
and pence. *• 

LXXXII. THE real'danger OF ACTIVE STATE-AID TO 
INDUSTRIAL DEVELOPMENT. 

The doctrinaire free-trader objects to active state exertion for the pro¬ 
motion of national industry, not so much because he fvould not that industry 
be developed in a community by artificial means ; but rather because he 
cannot override his instinctive dread of state action. He follows the mid¬ 
nineteenth century philosophers in believing the si,ate to lie a necessary 
evil, whose influence, however, must be confined by every intelligent com¬ 
munity within the n.arrowest possible spl\ere. It is an dhtirely erronetjus 
view of the state in an enlightened democracy,—or even, for the matter of 
that, in a benevolent despotism, if the latter is not a contradiction,in terms. 
The real danger, however, of an active state-aid for ' the building up of 
industry lies in an entirely different direction. ^Should industry develop by 
such iTieans under the aegis of private enterprise, a much more serious 
problem in distributive justice would have been created, of which the doctri¬ 
naire free trader usual^ takes nC' cognisance. Nation-building of this type 
cannot be accomplished without a commensurate sacrifice. But with private 
enterprise dominating industry and commerce, the .burden of such sacrifice 
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w(?uki be sure to be most unevenly distributed. The concentration of riches, 
ine«er increasing proportion,^ in a steadily diminishing number of hands, 
brought about demonstrably by such active assistancfi granted by the 
community‘collectively, ‘intensifies the class clevage tfiat is universally 
regretted as the most undesirable feature of modem industry. The only 
solution that I can think of for avoiding the othertvise certain disaster 
would be frafikly to accept the socialistic principle of collective enterprise, 
at least in new industries’where no vestgd interests are concerned. Thus 
in ship-building, or ordnance manufacture, in India, there is as yet»practi- 
‘cally a virgin field for state enterprise. It is a proposition, "which I think 
few will dispute and none can refute, that an Indian shipping enterprise is 
essential fortlio successful realisatidn of the economic ideals lor this country. 
But hardly any private e^nterprisc can stahd tfio strain of a competition the 
interests now in command of the shipping business of India could mobilise 
against a private Indian venture. * To assist such private enterprise in 
making its position good against the likely competition, by all the expedients 
■ that the collective might of the community can devise and apply, would te 
doubly injurious. Not only because the full benefit of such expedients will 
be most unequally distributed as between produoers and consumers, capita¬ 
list employers and their wage-earning employ6s,the entrepreneur in particulf 
and the community in general; but the dangers of over-production and 
internecine competition will be almost impossible to be guarded against. 
If the state in India, as represented by the Central Government, t undertook 
the construction and running of a fleet of vessels adequate in size and 
number to the needs of the Indian sea-borne trade, it could concentrate the 
ship-building business just to the few mos't suitablp* centres, {hereby secure 
the fullest economy in construction on the lar^gest possible scale ; [ and at 
the same time so manipulate the carrying Jrusiness of India as to provide 
the most economical loading—coml)ined,with freejuency and regularity of 
service—by the least number of boats required. A great deal of waste could 

• During the boom period of 1919-20 several Bteam-flhip companies were Hoated in 
India; bub, with the oxcepbiou of the Stiiudia Steam Navigation t’ompaiiy, practicallyaOvery 
one has hauled down the flag. Kvea the lust mentioned concern, though it seems to liave 
made good its existence, has achieved that foat l»y joining tlio Conference lines in a common 
exploitation of the Indian bradhr. It is liardly to lie expected of the private capitalist that 
he should bo able to rise above his personal greed ami search for prodbs. I doubt if e^pedi* 
ents, like the one nq^ before the Indian Logisluture, dolegalising the system of Deferred 
Iksliates, and reserving the coastal tradr of India for Indian-owned vessel would really 
servo the true purpose of national ocoimmy, so long as the benefit of all such measures is to 
go to private (capitalists. 

t We prefer the/Jentral (TOfcrQincnt to undertake the task, not only because of the 
analogy with thh other means of communications, hut also with a view to avoid needless inter 
proNdnoial jealousies. ( * 

X The largeness of the scale of operations would be visible in the number of the ships 
built and repiurc^ rather (haii in the size of the individual vessel buraeri out. Prodt^ution in 
ludia'^both in agriculture and industry^--is still organised on vpry small scale; and for the 
transport of produce burned out by such small ro^n, it would be ier so much more economical 
to have a large Humber of amall ships, than a smaller uutpber ol \*ery large vessels, wil^ 
io the a|{gregate, the same boouage. . » 



thus be avoided. The state aid can be afforded in the directest, simplest, 
and most effective form of a complete monopoly, as in the case of the rail¬ 
ways within the country., As the namber of shippers would be certain to 
be much more vocal than the interest of the state monopolist* we may be 
sure, that the public representatives would see to it that the state mono¬ 
polist takes no undue advantage of the shipper of goods, or of the passengers. 
In any other forth of assistance to this most important industry, there is 
almost a certainty of most undesirable complications. 

Wtiat applies to this one instance of ship-building, applies with equal 
force to every other new industry, capable of operation on a l 5 r^e scale.. 
But state-aid cannot, in practice or on prmciple, lx; conllncd to new indus¬ 
tries only. OldV industries exposed to unfair com(x;tition, and, with all 
their promise of success, thre;ftcn»d with extinction, would also demand 
attention iit a consistent scheme of national development, llui in their case 
active state aid of the ty[x; we have reviewed would constitute a great 
danger, in as far as it wo^ld be made to minister only to private profit. 
The collectivist principle cbuld in their case he applied oidy if we succeed 
in negotiating safely the shoals and rocks of expropriation and compensa¬ 
tion. An easier method of hushanding the benelit of active state aid would 
ije the use of the co-operative principle, which, even if it does not altogether 
eradicate the virus of private property as the basis, and i)ersonal gain as the 
motive, for industrial expansion, is yet suitable enough to minimise these 
evils. The benefit of a protectionist customs* tariff would, no doubt, go 
equally to the co-operative as to the capitalistic enterprise. But the other 
kinds of aid offered by the state,—credit and conveyance facilities, subsidies 
and bounties, prcferentiiil treatment in internal taxation,—may certainly 
be reserved for an organisation which threatens the least complications for 
the future. Hence, the admitted and undeniable dangers of public aid in 
industrial development are c-iptfole of such an adjustment as to be entirely 
neutralised, or of the least possible injury in practice, if only the authority 
responsible for the supervision and guidance of the economic system treats 
the problem as a comprehensive whole instead of breaking it up into parts.* 

' * This is the root vioc of the existing system of Oov criiment in Imliii. They seom to 
tftke an almo^ impinh delight in diBiiicinhcriug a pi'obl«in of imtioual life, and preaeutiog 
Specific faults for special coneidcratioti by cominiseioos of iaquiiy, vhuae utility ia largely 
beutralised in advance by a policy. In 1916 the hiduatrial I'ommiHaion was appointed 
to consider the means of industrial development without ^hc riglit pronounce upon the 
tariff needs; in 1921*22 the Fiscal (Joinmissioii wasted precious laklw (A public funds to ooc- 
aider only the isolated issue of tariffs. The Acworth*Conituitteo on l^ilways was excluded 
from disQuseiog other means of tranB[)ort, and tbe*£uchca|>e Committee on Retrenchment was 
debarred from ecrutinising the revenue side of the national financial system. These are 
intricately and intimately connected problems. To se^mr&te them iifight ti^ean ctmvenieooo 
in discussion ; but it also nean^ quite certainly, needless obscuration of some most important 
iasuee that could only be seen when we consider mutua'a rea/^bion of inter-conneotod topics. 
This economic problem is vast enough to cause dispair if we demand its being treated as a 
wholef t)at oven if <dithe possible faults of the economic life of the country are not discussed 
comprehonstvely by a siDgltidepartmeDtJof Government, such obviously related pwoblems 
need not have been split u^ at all. Ifotil *tbia most liarmful policy is recast, there wfll 
i^ways be the danger of a needlesi waste of national energy resulting from*ao undue empha* 
^lis 00 eoDM selected aspects of the question only. 



Ciiapte( XI. 

• * • 

A SHOitTHISTORV OF THE INDIAJV FISCAL POUCY. 

Upto the year 1846 there were considerabje variation^ in the customs 
of the different provinces. In that year, however, the Court of Directors of 
the East India Company sent a dispatch laying down the principles on 
which ciistpmsMutics ought to be regulated. The situation was reviewed 
•just befote the Mutiny, but nothing came of it until ig the year 1859, 
when the question of restoring the linancial equilibrium, upset by the late 
Mutiny, Ijecaftie pressing. The points then coming up li *consideration 
were (a) the equalisation of duties on British and foreign manufactures 
by raising those 6n the f?ritish goods to foreign rates, (b) the abolition of 
export duties, and (c) raising of import duties. It will be convenient to consi¬ 
der separately the import duties, the export duties, and the counter-vailing 
excise duties. * ' 


LXXXIII. IMPORT DUTIES. 

• 

In his first budget, Mr. Wilson proposed to raise the general ImpoC 
Tariff to 10 %, except wines, tobacco and spices which were to be taxed at 
20 % ad valorem. (Act VII^ of 1859). In view of many complaints from 
vested interests in England, especially in the cotton business, the general 
duty was lowered to 7J ad valorem ; while tht duties on cotton manufac¬ 
tures of all kinds wore llxed^at 10 % and those on cotton yarn were raised 
from 5 % to 10 % and those on piece-goods reduced from 20 % to 10 %. 

Between i860 and 1867, several slight qjo&ilications were made in the 
Tariff policy. Thus in 1861, Mr. Samuel ,Laing, the then Finance Minister, 
reduced the duty on cotton twist and yarn. This is the beginning of the 
policy of the Government of India by which they identified themselves 
with the interests of the English cotton industry as against the Indian, and 
of that policy of the rigid application to India of the English freeJiirade 
principles which were to prove so detrimental to the Indian industries, just 
then growing up. Mr. Lding wanted to save the latter from the “fatal boon 
of a temporary aad precarious protection”! The next year he succeeded in 
rqptoring—at the*expense of an .increase in the salt duty—the duties on 
cotton piece-goods and yarns to their old rates of 5 and 3i%. 

Important changes, following the recommendations of the Tariff Com¬ 
mittee, were made in 1867, yiz., revised valuations! of ^oods, specially cotton 
piece-goods and twist, a new classification of articles subject to duty, and .a 
considerable augment,ation of the free list. Some minor articles wer’e'freed, 
and valuations reduced, between fhis yqarfand 1875^ This finishes with the 

' Thi* bnel historical thetoh hu been epitomised from tb^ Hixts Ytart of Indian 
fimnn by the pieeeot writer, end Ow /Vseof Polity by Prot, 0. N. Vefcil. 



first period (1861-75) characterised by the beginning of that movement to¬ 
wards the pushing forward of the interests of Manchester at the expense of 
those of India, a kiovement which ftom 187^ to 1900 (and even upto date) 
was the subject of a violent controversy, betv^n the uncompromising 
doctrinaire free traders of'Great Britain and the passionate protectionists 
on this side who based their sfand on India's financial and economic interests. 
The average annual returns from customs were £ 2'2 millions, . barely 6 2 of 
the total revenue, at a time when the Government was in dire want of fresh 
sourcej of revenue. • ^ 

« « 

The second period 1S75 to 1898 is characterised by a policy of remis¬ 
sion and reduerton pf customs duties with the ultimate object of establishing 
an ideal freedom of trade, in the teeth of protests from Indian leaders j and 
the government came as near success as they dared, considering the state 
of the finances. We shall briefly review the history of the period, 

• In the year 1874 the Manchester Chamber of Commerce addressed a 
memorial to the Secretary of State for the total and immediate repeal of the 
duties on cotton imports into India, on the ground of their baneful operation 
on commerce, and in the Best interests of Her Majesty's subjects both in 
ffidia and in England. They alleged that under the protection extended, a 
large number of mills were being projected, that the revenue on import 
duties would consequently diminish, and that She impost would therefore 
defeat its own object, not to speak of the ruin that would accrue to the 
English industry out of the “competition ” and “the injustice that would be 
inflicted on the consumer by au increase in the cost of the articles of 
clothing to the poorest of the population of India which would thereby 
interfere with their health, comfort and general well-being etc." This 
sums up the Manchester argurrtent which has been repeatedly put forth in 
one form or another, throughout tf.ie period; and which, therefore, we have 
quoted at some length. 

» 

(n response to Manchester a Tariff Committee was appointed in 1874. 
The Government of India denied that any protection was given to any 
industry, and declared that only revenue considerations weighed in the 
imposition or maintenance of customs duties. And the Committee upheld 
this view-point. For it found that there was no ^competitfpn" between the 
coarse fabric manufactures of Indian mills a()d the finer fabrics of Lancashife. 
Each catered for a different market. Yhe Committee, however, recom¬ 
mended a further devaluation, and the lowering of the import duties from 
7J to 5X; and these wwe 4 one by the Government of India ill 1875. 

A change in the English Government had in 187-j brought Lord Salis¬ 
bury to the Secretaryship of Stat^for India. His Lordship was naturally 
indignant at these meaWes, and urged upon the Governmeqt of India the 
necessltjkof removing imRort duties on cotton manufactures in conformity 
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with the policy "which the Parliament, “after mature deliberations" had 
sanctioned. He also did not approve of the duty on American and Egyp¬ 
tian raw cotton imported into Isdia. for once the Gdvernment of India 
were bold 'enough to complain of the unprecedented* interference from 
England in their fiscal legislation, and to declare that the removal ofc the 
import duty was contrary to the interests of /ndia, aspedially of the Indian 
finances. The reply of Lord Salisbury'contains a paragraph which has been 
much quoted. “Whether, then, the quesyon te regarded as it affects the con¬ 
sumer, th(j pro'duccr or the revenue, I am of opinion that the interests of 
• India imperatively require the timgly ix^moval of a ta» which is at once 
wrong in principle, injurious in its practical effects, and ^If-destructive in 
its operation’s." It was definitely laid down that the abolition of those duties 
should have priority ovjr every other fdrm *of fiscal relief to the Indian 
taxpayer. 

The Secretary of State found willing helpefs in the new Viceroy, Lord 
Lytton, and the new Finance Member, Sir John Strachey, who was even 
ready to move faster than was required. From this time the controversy 
may be said to have ended in a defeat for India; and the story of what 
follows is one of an unopposed yielding to the policy of Lord Salisbury r.'.d 
the English Free Traders, in one commodity after another, until complete 
free trade was established ,in 1882. 

First came all cotton goods of 30s, and over; these were freed in 1879. 
Then came yarns techniaally known as,aSs water and 42s. mule; though 
of a finer quality, and therefore not likely to comlrcte with Indian manufac¬ 
tures, they too were placed on the free list. Put this measure was opposed 
by a majority of the Viceroy’s Council, and it was only by setting aside their 
opinion, in exercise of the extraordinary powers vested in him, that the 
Viceroy, Lord Lytton, was enabled to pass the measure. The Com¬ 
mons upheld his action. The trade in the exempted goods increased, and 
that in the finer classes depreased with a consequent loss of 20 lakhs to the 
Indian revenues. The coup de grdee was delivered in 1882 when Lord 
Ripon’s Government, mnboldcned by a surplus, repealed all the remaining 
cotton duties. As the cotton duties formed the principal part of the customs 
revenue proper,.Ihere was now no sense in maintaining the other import 
duties which were likely to be (jiore vexatious than profitable. Accordingly, 
the general import tariff was also given a go-by at the same time. 

The triumph of free trade was never more complete. The village in¬ 
dustries of India were killed; and the few manufacturing industries which 
had just then begun their precarious life were “ free ” to compete-with the 
advanced industries of England^nd the protected industries of the rest of 
the world. The free trade regime in India lasted f'om 1882 to 1894. The 
net customs revenue which was at £ 2.5 millfops in 1875 fell down to £ 0.8 
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million in 1884, and during these twelve years averaged about £ 1.2 millions 
—and this at a time of great famines, wars, and the falling rupee. 

I 

Between 1882- and 1894, with the exception of a small duty on pet- 
roleym, no import duties wire imposed. But no sooner were import duties 
abolished than the Go^rernment found itself in dire want of money. The 
salt duty was increased; the famine grants were now and again suspended; 
the provinces were frequently asked to contribute; and so for 12 years the 
Government managed to pull on wfth admirable tenacity. But at last the 
crash came. * 

In 1894, OvV^g to the heavy fall in .exchange, the Finance Member 
was faced with a deficit of crorej of rupees; and lie was compelled to re¬ 
introduce the general import duty of 5/^. But at the liidding of the Home 
Government the cotton goods and yarns were exempted! This created a 
^ great storm in India and jilso in the India Council, but ultimately the 
Gavernment of India had to submit to the arbitrary decision of the Secre¬ 
tary of State. It was evident that the exemption could not last long. Mr. 
Westland, the Finance Member, proved, Ijeyond the shadow of a doubt, that 
the Indian manufactures, at any rate 94 X of them, were absolutely outside 
tfle range of any competition with Manchester, being coarser stuff (24s. and 
under) ; and that as for the remaining (of 26s. and o^ver) India only had 
2% of the market for hner goods to Manchester's 4)8/i. India producing only 
Rs. 86 lakhs worth to Manchester’s exports (to the East alone) of Rs. 24 
crores. It was, therefore, proposed to tax cotton piece-goods at 5Z ad 
valorem, yarns of 24 counts and aver at 3iX, and to levy a countervailing 
excise duty of 3i% on all machine-made yarns of 24 counts and over made 
in the Indian mills. These pioposals were embodied in legislation except 
that, to appease the apprehensibns of the Secretary of State lest the Indian 
mills showed profit by producing efneaper goods from yarns taxed at 3i^ 
as against similar imported goods taxed at 5% the duty on yarns was raised 
from 3J to 52 , and the line drawn ,it 2o counts, dihe excise duty was 
simila,rly raised. 

But even then the English and Scotch manufacturers were not satisfied; 
for the Indian mills paid duty on the yarn-value while they themselves paid 
on the value of the finished goods, which wa*s higher.*. Hence in 1896, 
cotton twist and yarn of all kinds were exempted, and a uniform duty cf 
3j2 was imposed on woven goods of all counts, whether imported or manu¬ 
factured here. This measure greatly exceeded iis predecessors of 1879, 1882 
or 1894, in subordinating, Indian interests to those of MarfcHester, which 
had the gratification of seeing that she had left no possibility of even a 
nomined competition on the part of her Indian rival. These measures have, 
therefore, left in the Indmn mind knperish.-Jile mcmofies of a bitter wrong. 
The net customs revenue increas^ from £ 1.2 millions on an average in 
1882-94 tp about £ 4.5 during the next four years. 
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In the third period 1898 to 1914, we have not much changes to note. 
The cotton duties, fixed in 1896, remained the same till 1017. The decline 
in opium revenue, owing to the agreement with China, necessitated some 
increase in the duties on liquors, tobacco, silver and petroleum in 1910—1911. 
On account of these changes, customs revenue steadily increased from 4.7 
millions in 1909 to £ f2 millions in 1913; and averaged £ 4.7 millions dur* 
ing the whole/period. * 

It may be noted, e« ^)assan<, that it was during this period th^t the 
•question of Imperial Preference was first mooted and discussed as a problem 
of practical politics. But the idea was rejected by Lord Curzon’s Govern¬ 
ment in 1963'(ch. his dispatch of 22nd October 1903 and Sil Edward Law’s 
famous minute), * In the Imperial Conferente of 1907, again, the official 
view was expressed agaiflst India joining any system of Imperial Preference. 


* Tho DOb result is that Indian Exports to a valuo exceeding 38 millions sterling, 
approximating to one-half of the entire volume of our Ex{iort Trade, are admitted free'of 
duty in the coosuiniug markets, while of the remainder a considerable proportion is either 
subject to relatively moderate duties, or, as in the United Kingdom, to duties imposed for 
purely revenue purposes, and with no attem{)t to difTerentiat^ against us.’* ( para 8 of the 
Government of India despatch of October 1903 }. This was quite properly ascribed by the 
Indian Government **to the nature of the bulk of exports, which consist in great measure xil 
raw materials which are an objoot of importance, if not of necessity, to the importing coun¬ 
try.” (Ibid). 

The following is Sir Edward iTuw’s conclusion with regard to the Tariff question in Indiat-^ 

“ Before attempting to draw any conclusions from tho above examination, of such facts as 
can be ascertained, 1 must once more insist that information at our disposal for a correct 
appreciation of all the numerous points involved in the question under consideration is ineu- 
fhoient. It requires to be supplemented by inquiries'as to the usee to which Indian produce 
is put when received in foreign markets; and without such full information in this respect as 
could only be obtained by local ituiuirios in the different countries concerned, we cannot say 
with certainty how far, in case of a tariff war, each individual country could afford to assume 
an aggressive attitude, hampering the suppk;' of raw materials retjuired for its industry. At 
the same time I feel sutlioieutly confident that in ith the great majority of countries with 
which we trade, and as regards the very great bulk of our Exports of raw materials, we are 
not only in a safe position, but we could even afford in certain instances, ourselves to assume 
an aggressive attitude by g'^ng so far as to impose Duties on the exportation of fx-oduce 
they require for their industry. Tins is not the case with bvery country, or by any means 
with regard to all classes of produce exported, and with possible exceptions in the t^ase of 
BuHsia, Austria, Germany, and Delgium, it seems to me to be more in Indian interests to 
leave matters as they are, than, to embark on a new fiscal policy, unless indeed, by its adop> 
Uou very great advantages could be obtained by preferential disorimination in favour of 
exports to the United, Kingdom aud British Oolouies and possessions. 

^ The Bituidiioa*'appear8 to me to be this, that India could probably give without serious 
danger some small preference on her present low tariff rates on Imports from other parts of 
the Empire; but she has little to gain by so doing, and would incur a risk of difficulties with 
her foreign customers in proportion to the extent of preference given in a system of intcor* 
imperial prefererue and to the rates of tariff on which it was given. If we were to raise our 
averags tariff rates to, say, 1Q%, (which I would not in any osse recommend) so as to give an 
appreciable preference of 20 or 30;^ to our Imperial relations, such a difference might so affect 
our import trade with our foreign oustomers for exports, that they would necessarily^consider 
the advisability of retaliatm; and we might be landed in a series of tariff wars the results of 
which we cannot foresee with certainty. ' On the ot^er hand sudh very small preference as 
might probably bo given with fair prospects of Safety, on genera«^y low tariff rates, would 
ba^ly be likely \o afford such advanta^ to British Manuf^urerf as would prove of material 
benefit to their interMts. 




We may now briefly notice the fiscal changes, as in the rates m 
in the policy itseE introduced in the fourth ^ and last period 1914 to jgaa* 
For the first two^ears of the war no additional tajcation was imposed; but 
in 1916 it was thought unwise to go on with uncovered deficits. Among 
other measures the tariff rates were also increased. The general rate was 
increased from 5 to ^ 2 . Sugar was taxed at io 2 , and the free list materi¬ 
ally curtailed; while the special duties on arms, liquors, tobacco and silver 
were heavily increased. But cottoy goods! There came the rub. The inten¬ 
sity of*the Indian feeling in the matter was gradually appreclaled by the 
Anglo-Indian mind. Sir Williarft Meyer’s apology for not incroasing the* 
cotton duties '^s that the raising of this contentious question at a time 
when the Empire was involved in a life and death struggle vvould he most 


(continued from p. 208.) 

Two important points muNb, however, be Itorne in mind iu conBideriof^ the whole quee* 
tion—firut that roobt of the foreigji oountries, which would be likely to resent the introduction 
of on inter imperial preferential tariff, are intereeted both in obtaining our raw materials and 
in iupplying us with their manufacturee, and that thia situation gives us a double weapon to 
use against them if net^essary; second, that the percentage of profits on manufactured goods 
is as a rule considerable and cooret^uently trade in many manufactured articles might not 
ij^er appreciably from a small percentage of the cost of production of raw material and pro* 
oune would seriously check importation, unless the supply of such commodity were neoeuary 
for important industries, and were so limited as to partake of the nature of a monopoly. I 
have already shown that a largo proportion of Indian exports cAisisting almost enUrely of 
Indian raw materials aod*produce is of that nature. * 

1 have indicated as far as possible how far it would appear such advantages might be 
obtained ; hub in existing circumstances and in view of the fact that our exports consist almost 
entirely of raw material and (woduce, it does not appear ^obable that materially important 
advantages could be offered tc ^ under a* system of preferential bitfiffs in our favour adopted 
for other parts of the Empire. The gain to the flnited Kingdom would probably bo oodsI- 
derable as also to the Mauritius; bvt 1 doubt if our trade rehdions with other ports of the 
Empire would he materially advancedtin their favour by any far reaching change of policy. 

In my opinion it might be difficult to show tliat a preferential trade would prove 
directly prejudicial to Indian interests but should we be urged to join in a general preferen¬ 
tial arrangement, I think that it would be our duty to point out strongly that, if our export 
trade with foreigu countries were iu any way seriously firejij^iced, we should run a very 
great risk of disturbing the balance of trade, now strongly in our favour, and we might find 
ourseVes once more plunged into the deep sea of trouble ar'sing from a depreciating ourrenoy* 
depreciation of Exchange value of our rupee carrenoy.” 

Speaking on a motion for the abolition of the countervailing Excise <luty on Indian 
cotton in the Imp^ial Legislative Oouocil on the 9tb of 'March 1911, (he late Mr. Q. K. 
Ookhale expressed himself on the general question of Imperial Prrierence in India as 
follows:— • 

Sir, situ^«d as India is^ I fear there is nq likelihood of that kind of protect^ 
bang available to ua^ and It la my dellberata ioovlctlon tbat la our preaoot dr- 
cttmaUncoa « policy of free trade reasonably applied Is after alt the s%foat poli¬ 
cy for us .Until at any rate we grow so in our influence and our***po^ttpo in this council 

that the Government will ^ink,it necesutfy to aoospt and act on our views, I really think tbat 
on tbe wboloa policy of free trade reasonably applied ll tbe safest policy for this 
ebna^y; otherwise infiuoitial interests, infioentia) combinations, influential parties in Rngimi^^ 
who c£i Mve a ready aocess to the Secretary of State...will not fa^l to take the fullest advan¬ 
tage of the situatioD; and thii bi^e aogin^ of protect^n which a vast power can employ not In 
the interests of the people India bid^ in th% intorest of those parties.” The preeeot Indian 
nonoflSeial attitude on the question of Imperial Preference reflects from bittir experience, lha 
same disiMiat of English selfiobasss "Sixijf Yearn of Indian Finsoce” pp. 276,277 and W, 
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unfortunate. Sir Ibrahim Rahimtulla’s amendment td raise the duties from 
3i toifiX was defeated. 

' I I 

< • ‘ 

But the dext year, owirtg to the necessity of finding ^ome money to 
make up for the war contribution of £ loo milliotf, which it was resolved 
to make to the Imperial Treasury, the Government of, India was able to 
obtain the Hone Government’s sanction" to raise the cotton duties to 
and so to assimilate them to the General Tariff rate. From a subordinate 
position, wljichT'he customs revenue was 'deliberately assigned in previous 
^ears, it;was suddenly given a lift during the .war period. AncUin recent years 
customs revenue has come to be the chief source of the Indian revenues, 
and the first'sburce available for additional revenues requy-ed.*'' 

• » 

Further changes followed in 1921 and 1922 owing to the heswy deficits 
that had to be met. The general import duty was raised successively to 
11% and 15% ad valorem ; but that on cotton piecie-goods though increased 
to in 1921 was left untouched the next yeati On the other hand a 
duty of 5% was placed in 1922 on yarn which hitherto had been exempted. 
Sugar was taxed at 15% and then .at 25X; and articles of “luxury” at 20% and 
3oi respectively in 1921 and 1922; while duties on special articles were 
much increased. The customs revenue in 1922 amounted to over 32 crores 
of rupees. There was raturally a great agitation in England owing to the 
increase in cotton duties in' 1921 without any increase in the counter¬ 
vailing excise duty; but since the Reforms qf 1919 and the recommend¬ 
ations of the Joint Select Committee, which considered the Government 
of India Bill, a change had fteen brought about in pqlicy, and a Fiscal auto¬ 
nomy, of a sort,‘had been conceded to India. Mr. Montagu accordingly 
replied to the Lancashire deputation that he wds determined—the first time 
in history—to maintain the right of the Government of India to consider 
the interests of India first in shaping the fiscal policy. * 

“ LXXXIV. EXFORT DUTIES. 

* t- 

There is not much to lie said about the history of export duties in 
India, and the little that may lie written is uninteresting. 

In i860 Mr. Wilson, then in search for fresh sources of revenue, imposed 
a duty of Rs. 2 /- per maund on saltpetre; but that duty, proving injurious, 
was reduced and finally abolished in 1H68. Indigo too suffered considerably 
from the export 4 uty of Rs. 3'Fer maund. In 1873 the duty on wheat, and 
the next year that on lac dye, were removed. The year 1874 saw consider¬ 
able changes in as much asm that year export duties on most articles were 
removed, leaving those on three articles only, viz., indigo, rice and lac. 
However, the duty on indigo was'abolisedjm 1881; abd so also was that on 


* !pho existing Import Dutiea we given in Chapter XV Q. V. 



lac. Rice was, therefore, before 1916 the only important* article on which 
export duty was levied, because India ha 4 a virtual monopoly in it. In 
igi6, owing to tie presiure of war, duties were also imposed on tea and 
jute; which were“doubled the next year. In 191*9 a tax of was imposed 
on*the export of raw hide's and skins ; but, with a view to maintain a key 
industry within'Ehe iLmpire,,and to show that India was not quite inimical 
to the idea of Imperial Preference, h two-thirds rebate was * given in the 
case of experts to any part of the^Empire. * ^ 

* * Existing Export Duties. , 


No. 


NanicH of Articles. 


Per. 


Taritr 

Valua^oj. 


Kate of duty. 


lb. 


Jute other than Blnill|iata/n Jute. Kb. a. p. Rs. 

1 RAWJIJTK- IJalevMoO , 

(1) Cuttings... ... ... ... ... . 1 

(2) All other descriptions ... ... ... . ^ 

2 Jim: MANUFACTCRES when not io actual use 

as coverings, rcccptaclesjor bindings for other 
goods ... 

(1) Sacking (cloth, bags, twist, yarn, rope Ton ul 2,24*) . 20 

and twine ) ... ••• Kis. 

(2) Hessians and all ocher descrijAious of jute „ . 32 

manufactures not otherwise specified.... 

UIOE. Indian ma« 

3 R10E» husked or unhusked, including rice Hour, undof 82 lbs ...... 0 

bub excluding rice bran and rice dust, which avoirdupois 
Me tree. * 'weight. 

TKA. 

4 TEA ... ... ... ••• ••• ^^“* . ^ 

6 RAW HIDES AND SK1N3 IF EXPOUTKI) ^ 

FROM BITRMA - , 

(1) ArHenicated and air dried hides — 

(a) Cows (including calf^ikins) 

(t) Huffaloes ( Do. do.* ) 

(2) Drysalbed bides-- 

(а) Cows (including calf skiiB)’ 

(б) UufTalocH ( Do. do. ) 

(3) Web salted hides— 

(a) Cows (including calf skins) 

(ft) Bufi'alocs ( Do. do. ) 

(4) Coat and Kid Skins . 

(6) Sheepskins ... 

6 RAW HIDES AND SKINS IF EXPORTED 
FROM ANY PLACE IN BRITISH INDIA 
OTHER THAN BURMA 
(I) Arsenicabed and air dried hides ... 

(a) Cows (including calf skins) ... • 

Framed ... 

Uoframed . 

(t) Buffaloes (iaoloding calf skins). 

• Framed ... 

Unframed ... 

' 0 42) Dry salted hides— 

(a) Cows (looludii^ calf skins) ... 

(ft) Buffaloes ( fo. do. )s ,**. 

(3) Wet salted hides — 

(a) Cows (including calfskins) . 

^6) Buffaloes ( Do. • do. ) . 

(4) Goat and Kid Skins ... ^ ... 

(4) Sheep Skins ... *** . 


Piece. 


0 

0 

0. 

0 

0 

0 

I 

0 


lb. 


Pieoe. 


0 0 


0 0 


3 0 


B 0 


16 (ler cent. 


16 percent. 









LXXXV. COUNTER-VAILINO EXCISE DUTIES. 


The history of these duties *ig closely connected with that of the cotton 
duties contr6versy, which W have already traced. Rejected by the Tariff 
Committee of 1874, the excise duty of 3J t on yfirns of 24 s. and over jvas 
proposed by Mr. Westland in 1894 in or^er to ^pp^se the wrath of 
Manchester at the proposed reimposition of the cotton-duties. But owing 
to pressure from Home the duty, as finally imposed, was at 5 % on all cotton 
yams of aq. s. asid over manufactured in* Indian mills. Two years later 
c(in 1896).a uniform duty of 3J % was levied, directly uponjBvoven goods (as 
the import duty was), and the discriminating line of division at 20 s. was 
given up. Thus the couiiter-vailing excise duties were. asJimilated to the 
cotton import duties; and remained so until (he latter were raised in 1917. 
The association served, owing to the grant of fiscal autonomy noted 
above, the efforts of the vested interests of Lancashire to force up the excise 
rate which had proved unavailing, and the Government proposal to raise it 
to 7i % in 1922 was thrown out by the Legislative Assembly. 

The only remaining item of interest in the tariff history of India is the 
counter-vailing duty on bounty-fed sugar. In order to check imports of sugar 
from countries which were giving artificial stimulus in the shape of bountifes, 
and so to prevent the Jndian industry from being completely strangled, the 
Government in 1899 imposed additional duties on sugajr imported from such 
countries equal to the bounty or grant given by them. These were raised 
in 1902; but were reduced the next year having regard to the Brussels (Sugar) 
Convention of March of that year. The; duties were finally abolished in 
1912. They were never meant to be protective' in their operation ; they 
were only intended to remove the unfair advantage which the manufactu¬ 
rers of other countries had over the,Indian bn account of the bounty system 
and so to fulfill the conditions of fair competition and free trade. The increase 
in the import duty on sugar since 1916 has already been noted before. 



Chapter Xll< 

REVIEW OF THE INDIAN FISCAL COMMISSION REPORT. 

• • 

LXXXVI. THE FUNDAMENTALS OF THE REPORT. 

The Indian Fiscal CoramissoA was appointed to:— ^ ^ 

“examine with reference tu ait the interests concerned the Tariffipolioy of the 
frovernmejt^ of India, includinjr the qiustion of the do8irahiliiy,of adopting 
the principle of'Imporial Preference, and to mako reoommenaatione." 

This reference is obviously open to serious misconception. On the one 
hand it definitely prevents the Commission from considering anything but 
the tariff policy of the Government of India ; so that it is debarred from 
censidering and suggesting those other expedients for the rapid industrialisa¬ 
tion of the country, which, though not covered by the term “tariff policy," are 
nevertheless, dependent upon the Government of the country for their effica¬ 
cious employment and fructification. If the raison d'etre of the Commission 
ST inquiry, (which is estimated to cost five lakhs of rupees out of the public 
funds), was to obtain concrete, definite suggestions f^r the energetic indust¬ 
rialisation of a country, then the exclusion fro*i their terms of reference of 
such other measures as may be equally important in achieving the object 
aimed at is as mischievous as it is indefensible. The Government of India 
have indeed, a colourable pretext, in such an eaclusion, in that a previous 
Commission, the Indian Industrial Commission of igi6“i8, is alleged to 
have inquired into the other methods of industrial development. But the 
pretext ought not to blind thd' most, fanatic defender of the methods of 
Indian Government to their havif.g crippled such important commissions 
by a deliberately restricted reference, and then attempting to wriggle out of 
any inconvenient recommendation by twisting the maanings, or discovering 
discrepancies or differences, in the findings of several commissions reporting 
on the same main problem. As the Fiscal Commission has been debarred 
from inquiring into other means of industrialisation, the Industrial Com¬ 
mission was debarred, in its turn, from considering the tariff issue, on the 
excuse that the Government did not desire to raise suth a controversial 
question during the war, The result is th^t the total outcome of a doulfie 
inquiry still leaves the problem unsolvecf in that whole-hearted, comprehen¬ 
sive manner, which alone could really enable this country^to afthieve its 
industrial goal, however .modest a goal may be conceived. It is a pity the 
Commissioners have not quite realised the misifhief of this initial handicap, 
and httve permitted themselves to be jockeyed into considering a reference 
which must necessarily leave tl^ir task*' half-done at best. It is true, the 
Report does in places 'nterpret the reference rather liberally, jind considers 
such issues as the e&ct of .the Railway rates on the future of national in- 
35 
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dustrialisation, *. But wherever they do so they seem to be ultra-conscious 
of their aberration, and so tackle the issue almost apologetically, and as a 

side-issue only. 

• 

But if the terms of reference are reprehensibly restricted in one sense, 
they have been unduly complicated in another, by^ th» inclusion of the 
phrase; "wUh reference to all the interests'concerned," ’ The Commis¬ 
sioners of the Majority have certainly interpreted this phrase to mean as if 
it prevented tljem from ignoring the re\>enue interests of the Government, 
^ even if a c'onsidcration of those interests cpnilicted with tjjie main problem 
they were set to solve. That probably explains their central observation :— 

« . . <t ' 

“ The tariff as we envisage it will » combination of revenue and 
protective dutie.s ’’ (Para 94). , 

The only intention with which the Commission was appointed was to 
devise measures for the fiscal protection of the'nascent Indian industries. 
They had no immediate occasion to consider other factors. True the 
financial aspect of the changes they propose could not very well be over¬ 
looked; but that aspect need not at all be suffered to dictate in shaping the 
scheme of fiscal protection. Where the industrial requirements conflict 
with the narrower financial needs the Commission would have but done its 
duty in ignoring the Ikttcr altogether. For', once they admit the legitimacy 
of financial considerations to intrude upon their suggestions, the investiga¬ 
tion would be hopelessly entangled. But the 'Majority, have admitted and 
emphasised the force of financial considerations, with the result that they 
are constrained to oraculate against further increase in direct taxation. f 

But their view is erroneous in principle and inadmissible in practice. 
It is a glaring contradiction of thislittitydc with the meticulous solicitude 
the Majority have displayed towards what they fancy to be the interests 
of the consumers in commending a limited, or "discriminating," protection. [ 
What they would not do for the wider and mote permanent interests of the 

* ‘‘ W^e Ijftvo no hceitntion in holding that inch a development would be very much 
to the advantage of the country aa a whole, creating new eourcej of wealth, encouraging the 
aocumulation of capital, enlarging the public rovenue.s, providing more pro6tablc employment 
for labour, reducing the excessive dependence of the country on the unstable ‘profita of 
agriculture and finflily stimulating the national life and developing the national character.” 
Indian t'iKal Commimon, ( Majoril!/ ) fliipoit, para 64. 

1 •' High taxes on income are undoubtedly a handicap to industrial development, and 
there are many who hold that the rates ruling at the present moment are distinctly too high 
for the interests of industries and' the general prosperity of the country. The witnesses 
whom we examined on this point were almost unanimous ii^ the opinion that direct taxation 
has reached it.s limit undet prfaent conditions, and in view of the general feeling in the 
country wo do not think that any material increase in this form of taxation is feasible.." 
Indian Fiscal Conimi-sioM Mt^oriit/ JiKjr>rt, para 70. ' ' 

t "Wo rormmraend in the best iiterests of (ndia the adaption of a policy of protection 
to be applied with disurimination along the lines indicated ii^ tins report.” Indian fUeal 
Cmminim M'ljonlif Hcporlf (lara 66. ' ’ 




Indian industry in general, they are prepared to do for th*e narrower and 
more immediate, temporary needs of the Finance Department. They wJuld 
sacrifice the entir^case for the poorer classes for jevenue reasoqs, and inci¬ 
dentally achieve a travesty of distributive justice. For the taxation of 
incdme is a taxatjpn on the most approved lines of distributive justice, 
in as much as it apprdximatei to the ideal of apportioning public burdens 
according to ability, with a concrete "objective test of that alfllity. Taxa¬ 
tion on articles of consumption js objectionable, not onl^ because the 
consumer is relatively very much less able to bear the burddh than the 
classes liable to the Income Tax; but also because it substitutes for a * 
definite objectiw; standard of ability, a vague, impercejlfible,^ and purely 
subjective measure 6f faculty. ,Thc protective customs duties are, indeed, 
duties on consumption. But their object being, not the introduction of 
revenue but grant of protection, they would in reality not be burdensome, 
because in proportion as they succeed in achieving their object of shutting 
ont the foreign product th^ would promote the local industry, increase 
employment and obviate any burden at all. Everywhere the modern demo¬ 
cracy has distrusted consumption taxes, and yet welcomed protective 
Customs duties. The explanation of the apparent paradox is that the truly 
j*)tective Customs duties, by adding to the variety as well as the volume of 
employment within the protected country, have actually helped to obliterate 
the burden of such duties by adding to the purchasinj; power of the proleta¬ 
riat. Here it would suffice to observe that the draftsman of the terms of 
reference has succeeded so well, that the Majority of the Commission, at 
least, have been led into betr.aying the trust imposed upon them, by a success¬ 
ful sidetracking manoeuvre arising out of the ambiguity of the reference. 
The position is the more surprising, because the recommendation in ques¬ 
tion evinces a distinct bias in favour of the propertied classes, which we 
should not have expected from a body so anxious to be the champion of the 
interests of the poorer classes. 

In framing, then, practical recommendations for a protective tariff, 
reveiiue considerations should be, if not ignored absolutely, considered to 
be of only second-rate importance. It does not follow that by ignoring 
the revenue consideration in a protective tariff, we would be utterly ignoring 
the whole aspect of the financial needs of the coantry. A national Customs 
Tariff, even when framed on protective principles, might still leave room 
for duties on certain articles which are jJUre'ly revenue duties. Para 120 ' of 
the Report lays down considerations for levying such duties, which may be 

• “ When protectionbt foneideretions do not »ri«e, wo sec no reiuftn why foe Govern¬ 
ment should not impose revenue taxes in aocordnnce with ^he Aocognised principles which 
gtvern such taxation. When a large revenue is required it is generally found that taxation 
has to^ imposed on articlea of almost universal consumption, which may be classed as 
neoesurits, hut in general th* necessaries of life ahould be taxed as lightly as possible. High 
duties may reasonably be levied on luiurfts, sprovided care is taken that the duties are not 
idtohed so high aa to pass the poi»t of maximum productivity.” Indian Pitral 
{SIaj<>rUy)dfteport, para 120, , 
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generally accepted, though exception may and will be taken to the cases 
menlioned in para 119* Where the i^ajority have offei^ed is in para 94, 
which combines revenue ^and protective considerations,-inot by including 
in the general tariff of the country some articles, yhich are taxed exclusively 
for revenue, and other articles which are taxed as excltjsively for protec¬ 
tion,—but combining on one and the same Set of Articles both revenue 
and protectiw duties at the same time. + The instance of sugar they have 
given leaves n(^possibility for doubting t^ieir intentions; { Had they not 
given thcii*own authentic interpretation, I should have hesitated* before 
Mievinjf the Majority of the Commission,* which includetl a well known 
Professor gf Economics, to be capable of such a glaring ^offence against 
the most elementary canons of public economy. The' burden of :protec- 
tion, with which^they are all through fheir report so heavily obsessed, 
and which, accordingly, they decide to reduce to its minimum, would, 
by such expedients as those mentioned in para 94, be very considerably 
and quite unjustifiably multiplied. The existenfce of a few purely revenpe 
duties may not, it is conceivable, meet the revenue needs of the present 
Indian Government. But the answer in that case is the one already offered 
by the Government themselves,—an admitted possibility for retrenchment 
in public expenditure. So long as the Govenrment has not convinced tire 
people that all possible avenues of retrenchment in the most extravagant 
public departments of the Gevernment have not teen fully explored, and 
adequately given effect to, it is unnecessary for such a body as the Fiscal 
Commission to anticipate the difficulties of art unrepentant and spendthrift 
Government; and be so far,officious as to provide them with additional 
revenues by sacrificing or compromising the prhvie consideration of their 
own appointment. Besides, even in the case, of purely protective duties, 
however high they might be put up, some trade would in all probability be 
still carried on; and, therefore, some revenue would still accrue from that 
source also. The financial history of the United States, Japan and Germany- 
three of the most thoroughgoing protectionists of the world,—tells us that 

* “Any t»x«tion impo(ied«3n such nrtiides reacts on the industries or will necessitate 
the imposition of some Compensatory duty.” 

t “There is at present j revenue duty of 25 per cent, on refined sugar. The sugar 
manufacturers have asked for a protective duty of S3 1/3 per cent. We express no opinion 
ourselves on the merits of the ca e, but merely take it for purposes of illustration, ilt might 
be found that no protection was required The duty would then be regulated simply in 
fccordance with the revenue neoe-sitles of the Government. Or it might be found that pro¬ 
tection of 33! per cent, was necessary. Ib that case the duty would be raised to that level 
and would not be lowered until it was decided that a lower rate of protection would sufflee. 
Or it might he found that the industry required protection at the rate of 16 per cent. only, 
lo that case IS’per cent, would be fixed at the protective rate, and If the 
aovernment «ere lorceU tosralae additional revenue from refined angar thia 
would take the form of an excite duty, plot an additional Import duty, both 
being determined tolely by the revenue neceaaltlea of the aovernment.” >?ara 98 , 

t The tariff, as we envisage it,Vrill be a ckmbinstion oi revenue and protective duries. 
The existing tariff will form the basis of the revenue duties and will became progresrively 
modified as the'duties on particular commodities are suMsasiveiy determined on protectionist 
prinoiples,” Para 94—/ndian Final Committion iSlajorit)) Report. v 



under the most rigorous protective regime the receipts frDrn the Customs 
department will not be entirely wip^ out. , So, there was no need fcr the 
Commission to hive given such a prominence to revenue considerations in 
framing their proposals, no justification on that score for restricting the 
degree and duration of the protection they liavc actually recommended. 

• . 

Para 97 * of the Report lays down the principles according to which 
the Commission considers protection should be given to Indian industries. 
Its on^limiting condition is th.at i^rotection should Iw a disefim^nating ope, 
and along the lines suggested by the Commission. As the woijjls stand,* 
perhaps there, could not be much of a criticism. But the peculiar inter¬ 
pretation, they have placed upon this phrase—“Discriminating Protection,”— 
suggests the most obvious corrtmefit of the authors of the recommendation 
having completely disregarded the interests of the country. They would 
use discrimination in the degree and measure of protection, with a view to 
minimise its hardship to Hie consumer, instead of a discrimination in the 
ciwice of industries to be selected for protection. “India by the extent and 
favourable conditions of its territory, is capabieof producing almost every 
article required for the qseof man" said Sir John Strachey on a memorable 
Occasion. But to that bigoted, inveterate free-trader this fact was an argu¬ 
ment not for the industrial development of the country as rapidly as 
possible, by every means at the disposal of the State,in India, but an argu¬ 
ment for the institiftion of the most unboutlfled freedom of trade and 
exploitation to the foreigner in this country. Supposing, for the sake of 
argument, that some discrimination must lie used for selecting industries 
which hold but the greafest promise of immediate response and result if 
suitably protected, the discrimination would then apply to selection of indus¬ 
tries, not to the amount of promotion to be granted to them. This latter is 
determined by quite other consideratibns. The industries once selected for 
protection should be granted the fullest, fii mest, fittest protection without a 


* "(1) The industry must be one possessiog niitumi Ailvftiiingf'B, hurtii as aq ahuadinli 
sup^ty of raw material, cheap power, a sufficient supply S>{ labour, or a largo homo market. 
Such advantages will be of difTerent relative importance in diflVTcnb induUries, but they 
should alt be weighed and their relative importance as<iesMcfl. The HU‘v o^«.ful industries of 
the world possess certain comparative advantages to which they owe their success. No in¬ 
dustry which does not possess some comparative advanf^go') will be able to eompete with 
them on equal terms, and therefore the natural advantages fKXMtesscd rjy an Indian industry 
should be analysed carefully, in order to ensure as far as possilile tliat no industry is (iro- 
tected which will become a permanent burden oi^the community. 

(2) The industry must be one which without the help of protection either la not 
likely to develop at all or is not likely to develop ho rapidly as iftideeirable in fiie intoresta 
of the country. Thia is an obvious corollary from the principles which Have led us to reoom- 
m^d protection. The main dhject of proteebien is either to develop industries which other- 
vise would not be developed or to develop them with greyer rapidity. 

$ The induatry must be one which will eventually be able to face world compe- 
titi<MB without protection. Jin forming si estimate pf the probabflities of thia condition 
fulfilled the natural advantages referred tes in condition (1) will of coarse be considered 
oarefolly. The importanoe of this condition Is obvious. The protection wa contemplate ia a 
temporac|r protection to be given to induatriea whiob will eventually be able bo stnod alone.’* 
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gesture of hesitation, without a murmur of doubt or dissent. The alleged 
hardships of such a course, even should ,.they actually m^erialise, must be 
considered 9,s the unavoidable pnce for achieving obr national development 
in the quickest possible time. We must pay il;, as cheerfully as we expect 
its result confidently. 

LXXXVIl. SOME SPECIFIC MEASURES OF PROTECTION. 

The g^idihg principle of the protecfivc policy recommended by the 
'Fiscal Commission is contained in para: 97 of the Report. To carry 
out the scheme as they envisage it, some new institution, ,j^ke the Tariff 
Board proposed by them, may be conceded to be indispensable, though 
opinion must differ seriously as to the c6nstitution and functions of that 
Board. Even while subscribing to the general spirit of para 97, exception 
must be taken to the concluding sentence in clause (i) of that section:— 


“No industry,” they observe, “which does n6t possess some comparative 
advantagos, will be able to compete with them on equal terms, and there¬ 
fore, tlio natural advantages possessed by an Indian Industry should be analy¬ 
sed carefully in order to ensure as far as possiWe that no industry is pro¬ 
tected which will become a permanent burden on the Community.” ,,t 


This is just the rayerse of what one would normally exp>ect the Tariff 
Board to do. The function‘of the Tarriff Board cannot be to discover if 

any undeserving industry is protected, for the .simple reason that hitherto 

no protection has been intended to be, afforded at all. This negative enun¬ 
ciation of the prime function of the Tariff’Board njight prove serviceable at 
a remote future'date, when the country could be judged to have had its fill 
of protective measures, and was accordingl}', desirous of retracing its steps. 
It might meet the requirements of pura 117 of the report, wherein the Com¬ 
mission consider the precautions for reducing or withdrawing Protection 
when circumstances justify such a course. * But at the very outset of our 
endeavours for establikhing Protection, such a pegative enunciatipn of the 
basic principle on which the Tariff Board : is to function is bound te be 
fraught with the gravest mischief. The clear duty of the Tariff Board 
should be to inquire what industries, being suitable, need protection; how 
much that protection should be; what form it should best be given, in. It 
should have and “must have nothing to do with saying what industries 
should not have protection. The same reasoning must find exception to para 
loa of the Report. 


• “It i» not possible for l4>el»bor8 to foresee the future conditions of an Industry. 
H for instance, a time limit of 18 years were placed the protection given to a particular Jn- 
d^rv it might happen that within the period of 15 years new conditions arising might m^e 
thTwotaotion of the industry as essential at f.e \rl of the period as at the beginning. 
Pn^tion in sua'i a case would invariably be extended. But j ttme limit which wu not 
ah^s observed would soon loae all its effectiveness.” Adian Fitai Commission (majority) 
Iteport^para 117, . * 



279 


“Not only in our view are there strong objeotions as a» rule to granting 
tariff protection to new industries, but the grant of such protection is rpally 
unnecessary .’4 • 

This gainsayil the fundamental principle of p^ara 97. An industry may 
be admittedly suitable, anti yet be incapable of establishment owing to 
foreign competition, sits profpects may not be a matter merely of the 
promoter’s imagination, but be capable of conclusive demonstnition by the 
cold logic of accepted facts, and undoctored statistics. Its establishment 
within ^the country may even be rf matter of national impXfrtatice. Ship¬ 
building of the modern type is an instance in point; or the manufacture of' 
modern machinery. It is impossible to accept tlie Commission's suggestion 
that an industry of such promise and possibilities should nol receive any 
attention in the redrafted fiscal poHcy of the country. There may, indeed, 
be other equally effective means of aiding substantially such an industry; 
and we would not object to their employment. But we hold that the sum¬ 
mary categoric exclusion of such industries from fiscal or tariff protection 
isf indefensible and injurioift. The Tariff Board must be free to recommend 
such form and measure of protection to any industry that its investigation 
induces it to consider suitable for such assistance. 

♦ LXXXVIll. BOUNTIES. 

The Commission’s appreciation of Bounties as -a form of Protection 
may be welcomed whole-heartedly, being often*more effective than import 
duties in affording real protection. They opine:— 

“If, however, any further state iissistance appears Ui he reiphiod in the 
initial stages, wo thii-i tliat it slioiild as a. rule (ako tlio (orni of iuimlies, 
or such other forms of assistance as are recommoiiclod hy the Indian 
Indnstrial Commission." * ^ 

But against the general use pf bc^inties, the caveat must Ire entered 
that they are a form of direct State expenditure, which, however useful the 
object for which they arc granted may be, must necessarily be restricted 
by the available resources of the Government. 1 he present financial posi- 
tion-of the Indian Government affords no hope that, if depended upon, 
this form of Protection could really, effectively, extensively assist the rapid 
industrialisation of India. The epigrammatic terseness of Lala Harkishen- 
lal’s view that, “we should nurse the baby, project the child, and free the 
adult,' has so fully fascinated the Commission, that they seein to have utterly 
ignored the case of the embryo. For all they could say to the contrary, 
there might be infinite possibilities resulting from a projper attentipn to the 
embryo. \Vc cannot concur with the suicidal suggestien'of stifling the 
embryo, or even inducing'an abortion, merely bjeaase of the possible pangs 
of birth. The bounties, moreover, must necessarily be in driblets, always 
depeAcIent upon the financial exigencies of the Stats. No sound financier 
of industry could consent to builA upon such a precarious assistance. And 


^■r« 103 Ibid. 



even when otherwise unobjectionable, bounties vouW more suitably be 
afforded to specific individual _ establishments in a given industry, rather 
than to the entire industry by oi\,e unifdrm measure—witl^out possibility of 
discrimination. If we would not occasion further compfeints against the 
common practice of unfair discrimination by fhe Government of India as 
between the Indian and the extra-Indian claimants efor &s assistance, we 
should not ercaggerate the importance‘of this form of protection which is 
productive of good rcsi^lts only under very considerable limitations. 

“ LXXXIX. OTHER CONDITIONS. 

to « A 

Clause (3) in para 97 is the result of a misconception:— 

“ Tlia i-nduHtry muH bo one whiob would eventually be a61e to face world 
competition without protection." ^ , ‘ 

. « 

Admitting it as an ideal, we must yet point out that the most practical 
demand for Protection in this country is the out-come of a legitimate desire 
to obtain command of our own vast local maVket for our own industries, 
if necessary, by means of Protection in tariff adjustments to the local indus¬ 
tries; and also to be able to utilise our own raw material so as to avoid the 
tribute we now have to pay to the foreign manufocturer of our raw material, 
to his banker and broker and shipper and insurer and a host of other mirW’.e 
men, too many to be enumerated and identified. It is a most serious tax 
upon our people, which is none the less objectionable because it is so in¬ 
direct and imperceptible. With such a view, it is not'so important that the 
industry accorded a measure of protection Should be able to withstand 
world competition in foreign markets unaided. Initially at least, we have no 
ambitions for conquering foreign markets, because we would guard against 
the possibility of retaliation. Our programme of protection may accord¬ 
ingly well be moderated in proportion. Tf.ere can be no objection to the 
hope of our industries facing competition in our local market eventually 
unaided. 

The additional conditions strengthening the case for protection as out¬ 
lined in para 96 of the Report may pass muster, but not so para 99 relating 
to the treatment of conflicting interests in industries :— 

“ When the Tariff Board is in possession of all the facts, we can only 
.suggest as a.'principle for its guidance that an industry should receive 
* protection, oven if it adversely affects the development of other indnstries, 
provided this resnlts in a net eoonomio advantage to the country.” 

The Tariff Board could not be expected to decide whether or not the 
course it suggests is likely to result in a net economic advantage to the 
country. That we think should be the function of the sovereign Legislatt^, 
which it should neither abdicate nor delegate. It may, for inslapce, be 
thought advisable, in the interest of .providing additional employment 
in India, to jireat diferentiaily the spare^'parts of motor cars, and the cars 
imported ready for the market, in the scheaule of Import Du|.ies. Such 
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objectives are justly regarded to be outside the competence of the Tariff 
Board, and we should not needlessly complicate procedure and obscure res¬ 
ponsibilities, whii!|i might as well br simpler*and clearer. 

» • 

^Paras 102-10S may bp accepted subject to the following reservations:- 

• 

(a) The belief thaiTthe existence of a few ad hoc revenue duties in the 
tariff schedule will give a new industry as much protection as it should 
need is indefensible. * Revenue duties cjn have no possible connection with 
the nature, extent and duration of the protection an indusrfy may need; 
and it is the negation of economic statesmanship to depend upon the hap- < 
hazard protection that might be conceivably, though not intentionally, 
afforded to a stray industry by the mere magnitude of a revenue’duty. 

(b) There must be no quibbling alxiut the rate of the Protective duty 
It must be at least equal to the full difference in the competitive cost of 
production to a representative establishment in the industry in question in 

this country and in its foreign competitors. This principle must be taken 
an an axiom by the Tariff Board, who should have no discretion to 
meddle with it. t The fall^jcy of per centage in ad valorem duties should 
nqt be suffered to obscure this basic principle; but it may be camouHaged 
by combination with specific duties. The Tariff Board's task would be to 
investigate into and determine the relative difference in the cost of produc¬ 
tion at home and abrbad. • 

(c) For the “Basic Industries" the system of bounties which the Com¬ 
mission have recommended will not suffice. Tht principle that: 

“the decision whether protection should be given to “Basic Industries" 
should rest rather on the corKderatimi of national economics than on the 
economics of the particular ind’'.stry”. i 

is perfectly sound. But the Commission have utterly disregarded their 
own principle in suggesting in the same paragraph: * 

V ■ 

"From one point of view the protection of such (i. e. basic) industries 
may bo regard^ as undesirable, seeing that the effect of protection would 
be to raise the cost of the raw materials of a number of Indian industries. 

_____ . ___ 

* We anticipate that the finaueia! oecessitieis of the Government will ensure tly: 
retention of a general level of revenue duties which will give a new industry as much Tariff 
assistance as it would require at the start. After the industry has developed to some extent 
and shown its possibilities, it might then approach the Tasiff board," ^ara 102. • 

t “In exceptional cases a higher rate of protection, though imposing h greater burden 
on theooDSttmer, may attain its bbjeot in a shorter time, and mayitberefore,prove to be of smal- 
lei total burd» than a low rate continued over a long periM. x x x x The relative cost of 
prodnc|iaii will also be some guide to the Board as to whether an industry fulfils the primary 
conditions laid down fo( promotion. If the difference in cost of preduction in India and other 
countries is large, there is a prinn faeit p^ugiptioo Ibat India does not possets the necessa¬ 
ry natural advantage for the mdustry.” Paras 103 and 104 lUd. 
i 108 lUd. * 
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For this reascm it ma; often be found that tbe best way of assisting a basic 
industry is by bounty, rather than by a protective duty.” 

f 

Basic industries mustr.be developed at any cost* for tfe simple reason 
that in their absence the entire industry of the country may be stultified. 
Admitting that a protective duty would add to the cost of production in 
some other industries, that increase in jost wotild be smifll in proportion to 
the total cost of production of the particular commodity the affected indus¬ 
try is producing. Tlie increase may ibe covered by the protection afforded 
^ to the affected industry also. And, if not, the increase may well bd borne 
in the ge'ncral interests of the country’s industries. VVe“have shown else¬ 
where whyvbpuntics could not be ejepended upon for the proper, efficient 
development of any new industry. A/orf/on .they must t)e rejected as the 
sole means of developing industries of such transcendental importance. 

(d) The best way to develop industries of military Importance is to 
conduct them under direct government agency^. It will combine all the 
advantages of large scale production, with none of its defects arising out 
of combination and increase in price. The Government of India would 
in that case be called upon, not only to abandort their present industrial 
policy of luissez faire in toto by a very considerable extension of dirtsSi 
State enterprise, but would be compelled to afford the most unmistakeable 
test of their confidcncc‘'in the Indian people! 

(e) In regard to machinery the Commission lay down:— 

“ Tlieve avo olivious advantages for tlib enconregemont of tlio mannfao- 
tnre of maclnnory in India. But this encouragement should not as a rule 
be given liy import duties. This must tend b'l injure the general industries 
of the country by raising tbe cost of oiie'bf the constituents of produc¬ 
tion.” * ' , 

This reasoning has already been in part exposed above. The Commis¬ 
sion seem to have misapprehended the elements of industrial economy and 
financing. They ,s,;em to have overlooked the fundamental differaice 
between a tax on raw material,—like cotton, or wool, or pig iron,—and a 
tax on machinery, viz., tlmt while the former would be a tax on an item 
of recurring expen,ses of production, the latter would be a tax on one, of the 
capital items thafneed not be inc.drred except perhaps once in twenty years. 
A tax on imported machinery, imposed with a view to promote the produc¬ 
tion of such machinery in India after reasonable proof of its possibility 
has been afforded, wduld only Operate so as to increase slightly the capital 
required for the new industry. If twenty-live per cent, of the capital required 
for an industry is to be inveJled in the machinery for that industry, and if 
the duty on imported machinery competing with a like home preafudt is 
twenty-five per cent, it would mean that th*. total proportion of the capital 
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devoted to machinery would be 3ti per cent in stead o( twenty-five per 
cent This would mean no difference in practice to the success of ^ho 
industry as measdbed by its dividends, because the promoters would quite 
easily te able to rtonomise in capital in otfier directions, say in the building, 
or the stocks they hold on hand. The cost of production of the commodity 
need not at all be*affeqfed adversely. For the worst assumption would only 
mean that if the return to capital in sucli an industry had orbrinally been 
calculated at lo per cent., tbe dividend of the share-holders would be a little 
smaller because they are supposed to Ite unable to cconomjee in capital 
outlay, and have to pay a dividend out of the same profits on a capital , 
larger by 6 1/4 jier cent. i. c., ten units of profit will have to be divideifbetween 
106 1/4 insteaoijf between 100. This assumes that the capitakalement not 
only does not admit of any ecoaomy, but also that it does not succeed in 
its struggle against the consumer, and cannot raise the price to make up 
the same dividend. To make up the same dividend,—ten per cent.,—the 
increase in price of the comjnodity would be negligible, if we assume that 
the capital is turned over ak least once in the course of the year. Hence 
there is no need to condemn protective duties on machinery, provided, of 
course, the Tariff Board satisfies the Legislature that there is a reasonable 
possibility for such an industry in this country. This ,of course, iloes not go 
a^inst the objection rightly urged by the Commission against the present 
revenue duty on machinery, which must be unhesitatingly, and unequivocally 
condemned. 

The Commission have done well to point out that there must be a 
greater industrial bias in primary qducation, grei^er attention to the train¬ 
ing of apprentices. * They might have added that the Government of 
this country have hitherto la..nentably and culjiably failed to utilise the 
influence of their large purchased of stores for the proper training of Indian 
apprentices in the foreign establisk.nents they patronise. The recommen¬ 
dations in paras 126-130 touching the manipulation of Railway rates as 
an aid to industrial development lea”es very little to i>e desired. But the 
Commission have ignored the allied (piestion of shipping freights, possibly 
because they sensed that the Government of India arc at their old game 
of splitting up issues unnecessarily, and have referred this question to ano¬ 
ther Committee. The Commission, however, might <piite pertinently have 

* The quality of Indian labour can only lie r^i*tod by an in the educn* 

tioD of tbc labourer, which will lead to a higlier Bt|DdHrdof intellisiftnct^and ahigher standarl 
of living. We feel that the type of primary education at preueut given in India iu not 
always imitable to the development of a more clli lient industrial population* V^o would 
suggest that the ordinary school curriculum should ioclurtc acme foi^m manual training, 
and that the educational system 4 *hould be devoted far more that^at present in the aMakenitig 
of an interest in mechanical pursuits, x x x x x x It hvi b<|fu suggested to us that in order 
boWpedi^e the process the (loverument should make it obligitory on all industrial coiicorns 
in lodilto give facilitiei for technical training to Indiati apprentice!^ We fear, however, that 
the training given undeif aucbli system of (^mpuLsion^would be of little value, and we believe 
that economic forces by themselves are rafl^dly producing the reaultj which some would end¬ 
eavour to eecure by legislation."’ 9ara9 122-123. * 



discussed the bearing of shipping of freight on foreign trade, and, therefore, 
on %ur local industries; but perhaps they could not fully appreciate the 
significance of recent economic history,'as illustrated, for/instance, by the 
latest Tariff Bill before the U. S. A. Legislature. * 

» 

XC. SOME HARMFUL PROPOSALS..'* 

, ^ r 

The prolonged delay in the publication of the Report of the Indian 
Fiscal Coran\ission, was freely reporter}, to have been due to the minute 
of dissent'- of the Indian members not having been communicated to the 
Government for a long time. The delay, however,'* would have been 
more thac justified if the dissent had boldly laid down „ikicontrovertible 
principles of a statesmanlike nature for the future guidance of the Indian 
fiscal policy. But thaf part is hopelessly disappointing. T)je Majority 
Report lays down:— 

“We recommend in the beet interests of India the adoption of a policy 
Ilf firoMiifn t b' applii-d with discrimination aVmj the lines indicate I in t%is 

But the Protection they have recommended, and the discrimination 
they have indicated, apart from implying a certain restriction attempted 
upon the free discretion of the Legislature in finally determining the fiscal 
policy of the country, will rcarcely inaugurate an era of boundless pros¬ 
perity for the Indian industries, restoring this country to that place in the 
roll of the industrial nations of the world, that is her due, as much because 
of the immense natural resources she possesses, as of her vast, labour power. 
The Majority Report displays an almost old maidish nervousness about 
the dangers of the Protection it has recommended. Accordingly, its main 
recommendation seems like a forced ungracious concession, the result 
of an obvious compromise between thb doctrinaire free trader, and the 
nervously apprehensive protectionist, ashamed of his demands even while 
he is making them, lest he be accused of selfishness. What little merit 
this forced concession may,have had is lost altogether by the conditions 
and stipulations which the Majority have chosen to hedge it round with. 
I'he real spirit of their rpport is breathed in para 93, which says: 

“Our conjiusions, therefore, are that in the interests of the tonsnmers 
, generally, and particularly of the masses of the people, in the interests of 
agriculture, in the interests of steady progress and for the maintenance of 
a favourable balance of trade, the policy of Protection -which we recom¬ 
mend should be applied -with discrimination, so as to make the inevitable 
burden o'n the community as light as it is consistent with the due develop¬ 
ment of indu8trie8,'an(} to avoid abrupt disruption of industrial and com¬ 
mercial conditions." 

Every one of these reasons .involves ii fallacy. In face of an all but 
unanimous verdict of the country in favdur of a Protectionist policy, as 
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gathered from the evidence laid before the Commission, ib would have bem 
impossible for that body to recommend anything but Protection in geoeral. 
But lest the Indian industries should develop too fast, lest the commercial 
dominance of thre country by Britain should in dhy way be endangered, the 
Commissioners of the Majority seem to have taken care to emasculate 
entirely their c?ntr^ recotpmendations by emphasising conditions and 
requirements which are entirely irrelevant to their reference. .They assume 
a conflict of interest, without examining properly the premises on which the 
assumption is grounded. They fresAppose a burden to the community, 
without allowing anything for the increased prosperity and .enhanced pur*, 
chasing power resulting all round from the full development of all possible 
industries in this country. They haggle and hesitate on the >tfieasure and 
extent of the Protection to Ik •granted, without having the courage of defi¬ 
nitely prescribing their own standard of such assistance, if not protection, 
to the nascent industries of India. In the succeeding pages an attempt will 
be made to examine their re commendations more fully under each of the 
iflain heads of the Report.* But even in this place a note of warning needs 
to be uttered against the grave consequences of emphasising the supposed 
conflict of interests between the producing and consuming classes, between 
t|ie agricultural and industrial classes, which is a misreading of the entire 
economic history of the world in the last hundred years. It is difficult to 
understand how the eminent men, who composed the majority of the 
Commission, should*have lent themselves to approve a camouflage that was 
invented and is maintained for the obvious needs of economy in the govern¬ 
ment of one country by another of imperialistic tendencies, but which can 
have no possible counterpart in the realities of 4 ife in a country like this. 
With an average income per head of less than fifty rupees per annum, how 
can we possibly assume the e^stence of any considerable idle class of 
consumers only ? Every consumer is a potential if not an actual 
producer. His interests, therefore, in the long run, cannot be essenti¬ 
ally different from those of the producer. They who hold these interests 
to be fundamentally divergent expose themselves <o the inevitable sus- 
piojon of having their own axe to grind in keeping up this camoullage of 
British Imperialism. And as every industry ultimately diipends upon 
agriculture or extraction from the bowels of the mother earth, it is still 
more absurd to urge the danger of a conflict between tin; agriculturist and 
the industrialist. But even granting the whole assumptioj), for the sake of 
argument, the retort might well be made* that the guardianship of IndSin 
interests, whether conflicting or harmonious, may most fitly be left to the 
popular spokesman in the assemblies of the nation. This is nof merely a 
reply. It implies a challenge. ^ * 

* ^ XCI. THE FISCAL SYSTEM AND THE* CURRENCY SYSTEM. 

There is, however*,’ one argviment in* the remarks just quoted which 
must not be allowed to pass unnoticed even in this cursory, survey of the 
recommendations. The ^jority would circumscribe the policy of proteo- 
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tion in order to mjiintain our present currency system, which they assume, 
dep^ds for its proper functioning upon a prosperous exMrt trade. The 
currency policy of India is fundamentally indefensible, andjfevery considera¬ 
tion of national statesmanstiip, every demand of the commenest commercial 
honesty has long since required its radical revision. Had one not sgen 
this specious argument solemnly urged in cold^print, pne Vould not have 
believed any Jpody of experienced men of the world capable of seriously 
advancing as a reason for a particular policy of national development the 
need to maintain a system, which ha^cosl us fifty crores in hard cash in 
,a frenzy of linapeial intemperance by the qmateur heads »of the finance 
department in India, and which even now, on the Commission’s own assump¬ 
tion, needs n particular alignment of our industrial policy wilft a powerful 
brake upon the speed of its development,-rall because this miserable chap¬ 
ter of unredeemed and utiending blunders may be maintained.' Can the 
force of futility go further? What is it, we ask, which has prompted this 
argument ? The mention of the currency muddl/e would at best suggest an 
argument for the reform of that system, not a rootriction of the degree of 
Protection that our industries demand. 

XCIl. REVENUE CONSIDERATIONS IN.PROTECTIONISM. 

The same want of perspicacity and logic is traceable in recommend’i- 
tions like that in para 94 which says, 

“The Tariff, as we envviage it, will Vie a combinaiion of revenue and 

protective duties." 

This is a fundamentally,false principle and will, if given .effect to, be 
proportionately mischievous in practice. Though' the terms of reference 
required the Commission “to examine with reference to all the interests 
concerned the tariff policy of the Go^vernmSnt of India;” and though we 
cannot overlook the financial consideratiovs, especially in the present state 
of India, still the combination of revenue considerations in a Protectionist 
tariff is bound to defeat its own purpose., For, in proportion as it is inten¬ 
ded to afford real protection to any given national industry against foreign 
products of a like nature by means of increasing import duties, the ieleal 
in view would be the exclusion of the foreign product from competition in 
the domestic market. But if the foreign imports are altogether checked, 
the revenue must of necessity fall pff, even though the rate may bfe very 
hivh, for the simple reason that there will be no goods imported, thanks to 
the prohibitive Protective duty, to phy the tax. In proportion as the ideal 
of Protection, therefore, succeeds, the ideal of revenue must fail. The 
tariffmanipulatot, however, who seeks from the increased duties to derive 

increased revenue, must Sithrr not care for Protect'on at all, or if Protection 
is granted, it must not be the primary condition in his mind. The denjands 
of revenue would indudfc the Minister so to .arrange the scale of duties, as, 
with the lowest rate, to get the greatest ■imliorts, and, therefrom, the greatest 
revenue, But' the lowest rate consistent with the greatest imports will of 



necessity mean no Protection. The Majority have referred again and again 
to the existing sq^Ie of Indian duties as affonding some Protection. If so, 
we can only say tjpat the< Protection was never intended by the authors of 
the present tariff of India, and not having been intended to be protective, 
the*existing scale of customs duties fails to take into account the require¬ 
ments of each inefustry. It iin therefore, burdensome without being Protec¬ 
tive, and if the Commission did no more than stereotype, or'even justify 
the present hap-ha^ard policy of the Government of India, the fundamental 
object of their appointment would liave been sadly Ijelied. * Thft Majority 
have, of course, left themselves bo alternative but this self-contiadictory * 
suggestion of ?,combination of protective with productive considerations in 
the customs poficy ef the Indian Government. For they have oraculated 
that; ’ 

“High Taxes on income are nndonlitedly ahandicni) to industrial develop¬ 
ment; and there are many who hold that the rates riding al, the present 
moment are distinctly tiji high for the interests of industry and the general 
prosperity of the country. Tin; witnesses whom we examined on this point 
were almost unanimous in the opinion that direid taxation has reached its 
limit under the jiresent conditions; and in view of the general feeling in tlie 
country, wo do not tliink any material inciease in this foi in of taxation is 
■'^feasible. If, then-fore, any further increase in taxation hennnos necessary 
it will have to take tlie form of indirect taxation." * 

♦ 

The conclusion iS, of course, inevitable, grafted the premises. But are 
the premises sound ? Will no one ask the authors of this paragraph, whe¬ 
ther in the conclusion regarding the impracticability of any increase in di¬ 
rect taxation, i. e., the taxs-s whicli’the rich alone have to pay, they are not, 
—I would be charitable and say, unconsciously, - guilty of sellishness in 
safeguarding the interests of the ,'tchcr classes only ? It comes with very 
bad grace, even if it were true, fre^ the people who have been at such 
pains to limit industrial Protection in the interests of the consumers of India. 

It comes with very poor logic from men who have been specifically appoint¬ 
ed to suggest means for the improvement of the fi.scal policy with a view 
to industrialise this country. It is had finance, ih as much as it lilocks the 
only really productive source of revenue, and thereby renders the unnatural 
combination of protective and productive considerations in tariff adjustment 
inevitable. It is bad economics, bad politics, bad ethics, to exempt the 
richer classes from taxation, precisely at a tiiine when mcasilres arc suggest* 
ed, which would, if realised, very probably add still further to their riches, 
and yet prevent the rapid and complete industrialisation of the couptry by 
a half-hearted, hesitating, ungracious tariff of revenues cum protection, which 
increases the cost to the cohsumer, (and incidentally fhe profit of the foreign 
manufaefurer or importer), without substantially adding to the industrial 
cnrichtnent of the wjiole .country. It is to ^ hoped rtie Legislature will 
not be influenced by such obvious oamouflage, and perpetrate a fiscal policy 
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that will only resttlt in hastening the universal c4ss conflict between those 
wh3“have and those who have qot, which is yet happily ui^own here. 

r • * < 

As already stated it is intended to examine the specific recommenda¬ 
tions in detail later on in connection with such t&pics as the investment* of 
foreign capital in this country and the grant of Imperial Preference, the 
constitution 'of the authority to frame aftd suggest the actual measure and 
the specific means of granting Protection to particular industries, as well 
as the general Scheme of the whole systeih taken collectively. But, in this 
• general survey it is necessary to reiterate* and emphasize the danger of 
allowing to pass without challenge the common claptrap of interested 
parties masquerading as high ecoifomic science, at whose aitar the Indian 
Government has freely sacrificed the defChceless Indian interests in the past, 
and, if the danger is not duly attended to even now, there is no" guarantee 
that they will not so sacrifice in the immediate future. The Commission 
was one from whom a great deal was expected. <>Its recommendations sadly 
belie these expectations. But it is not too late t6 take heed even now. For 
Commissions can but recommend; it is for the Legislature to realise their 
recommendations. * That these recommendatic^s are not all that could 
be desired will only reflect upon the members of the Commission, and mean 
little or no danger to India as a whole, if the constitutional trustees of her 
interests are forewarned, in time against deserting or betraying their 
solemn trust. For the polifiy they evolve in the next few months would 
mean the emancipation or the economic enslavement of India for a genera¬ 
tion at least. 

It has been pointed out in the previous sections that the excuse of the 
financial needs of the Government has bem suffered to colour unduly the 
recommendations of the Fiscal Conflnission. There is, indeed, some reason 
why Government and their henchmen should be anxious about their revenue 
position. The continued deficit of the last three years shows no indication 
of abating in the next financial year as far as we can judge tp-day. Any 


* Since this ytta writfira the Indian Lagielativo AasembI; unanimousl; adopted at ita 
Bitting in February ^923 the following resolution moved by the Oommeroe membfj' Mr. Innes: 

‘'That this Aaeembly reooinmende to the Governor-General in Council (A) that he 
hocepts in principle the proposition tlibt the Fiscal Policy of the Government of India may 
legitimately be directed towards fostering the development of indnstries in India, (B) That 
in the application of the above prbioiple of Protoction regard must be had to the financial 
needs of the oopntry and to the present dependence of the Government of India on import, 
export and excise'duties for a large part of its revenue, (0) That the principle should be 
applied with discrimination With due regard to the well-beibg of the community and the 
safeguards suggested in paragraph 97 of the report of the Fiscal Commission (U) That in 
order that effect may be given to these recommendations a tariff board should be sonstituted 
for a peHod not exceeding one year in the first instance. That such.. tariff board should be 
purely in investigating and advisory body, and shmld consist of not more than three mem¬ 
bers, one of whom should be a Government official, bat with power subject to the approval of 
the Government of India to co-opt other members for particular enquiries,” 
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reduction, therefore, in their revenue must, accordingly, necessarily occasion 
anxiety to the hnancial authorities in the country. "Besides, the^ are 
sources of reveAic, and arrangements of financial administration, which, 
even apart fromjpossibre changes in the fiscal organisation of the country, 
are already causing grave anxiety on their own account. The Provincial 
Contributions, for example, are universally condemned in all the provinces, 
and, sooner or later, Goverifinent tpust face the possibility of a total collapse 
in this important source of their income. It means a reduction in round 
terms of about ten crores. The, debt charge is growing ^ery year, and 
the Railway profits are converted into a recurring, increasing,'annual loss. 
Depression has affected not only trade, and through it the Customs Revenues* 
but also the IVcome from the Direct Taxes. But the only renvidy for these 
indisputable hardships is the strictest possible retrenchment in expenditure. 
The Army charges alone have increased over, the 1913-14 standard by 
something like 40 crores, and we may reasonably expect that in this item 
alone there is room for all the economy that the falling revenues of the 
Tndian Government rendej imperative. There is further the possibility of 
a more energetic policy of debt-funding and conversion, from which 
anything between 2 to 5 crores worth of annual economy might be quite 
reasonably expected. Bat this is a question, we recognise, outside the 
•province of the Fiscal Commission, and we cannot blame them for not 
considering these items. What we may and must object to in their findings 
is the total disregard of the possibilities of retrenchfnent in expenditure, and 
the exaggerated solicitude of an almost impertinently officious nature that 
they have so unwarrantably displayed for revenue. The fiscal problem 
must be settled apart from the immediate revejue needs of the Government. 
If and in so far as they <\re.unavoidably, inextricably connected, they must 
bd assigned a secondary place in the discussions and recommendations of 
such a body, leaving it to the'^uprerpe Legislature, to which in propriety 
such considerations really appertain, to settle the exact measure of impor¬ 
tance that shall be attached to revenue considerations as against the indus¬ 
trial needs of the country. , , 

- Premising this as an axiom, we may yet observe that the proposals of 
the most uncompromising protectonist cannot (luitc abolish the receipts of 
the Indian Government from the Customs department. Paradoxical as it 
may sound, it is, indeed, doubtful if, under a rigid system pf uncompromising 
protection to indigenous industry, the rVenue would re^illy fall. Therj is 
nothing to prevent a purely protectionist tariff schedule from having a certain 
number of duties levied entirely for revenue considerations. Articles which 
you cannot possibly produce in the country*for physical, reasons, but the 
demand for which is fairly constant, may be taxed on import for revenue. 
And even in the taxes imposed for the pui^s^ of protecting domestic 
indftstry, as already observed in a previous section,^ome trade is bound to 
persist. The higlrer the duty tKb greater the protection, and also the greater 
the yield. In the case of articles of pure luxury, though the term is relativci 
87* 
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duties may be imposed for revenue at a rate not required by consideratiorts 
of ir^re protection to the local industry of a like nature. The consumer of 
such articles is presumably able to pay these dutiej, and ff incidentally th’e 
protection to the local iiidustry becomes more eftectiv4 why, that is so 
much to the credit side without a corresponding 'debit entry at all. Finally, 
in proportion as Protection succeeds, and domifstic ir^^ustty becomes more 
profitable, thfre would always be the possibility of adding to the taxation of 
industrial profits, which would be an ever increasing source of revenue 
precisely in the measure in which protection succeeds. An uncompromising 
, protectionist attitude, therefore, cannot be said to igpore altogether the 
revenue heeds of the country. 

But besides these possibilities, the revenue needs could have been amply 
provided for by the Commission, even under their own recommendations, 
without trenching upon the amount of protection to be granted to Indian 
industry. The Commission has failed to estimate adequately the possibi¬ 
lities of the Export Duties, which would continue. They have exaggerated 
the danger of substitutes in the case of articles which are our practical, if 
not complete, monopolies. In theory it sounds quite insinuatingly true to 
platitudinise 

“But only in the case of absolute monopoly for which the demand is 
stable can it be asserted generally that the world price would be raised by the 
full amount of the export'duty, and that, therefore, the* whole export duty will 
bo paid by the foreign consumer, and none of it by the home producer.” * 

But in practice a good .deal of the capital and labour required in the 
highly complex modern manufacture is so specialised that it is not easy to 
transfer it to another industry, merely to avoid the burden of an export duty 
in another country. Granting the truth oftli? Commission’s observation that; 

“Now a protective duty needs to be fairly heavy if it is to bo effective. 
The cost of tho raw materials forms only a part of the cost of the finished 
aiiicle. When eipUrt duties are used' for protective purposes, therefore, the 
tendency must always be a serious burden 6n the pi'oducer." t 

It would follow, by parity of reasoning, that export duties at moderate 
rates on our practical monopolies of raw material cannot transfer the 
burden to the manufacturer' of this same material at home, and at (he same 
time will not affect the revenue yield. A duty of 25 per cent, on our prac¬ 
tical monopolies at the point of embarkation would not affect the foreigner’s 
cost of raw material beyond j/q; and, if the cost of raw material is i of the 
total cost of the finished article, the utmost rise in price that the foreign 
producer must insist upibn ^’vould be i2i per cent.,—a rise which can much 
more easily be achieved than risk the transfer of the specialised labouj; and 

capital to new and un’tried fields- The dapger of substitutes being discover- 

__ ! -- -. ■■ » - 

• Pars US. 
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ed, on account of the stimulus offered by the increase? in the cost of 
pr^uction by II »per cent, is too remote to need special consideration. 
The progress in science would indeed go on independent of such artificial 
means; and we need not, because we cannot, make allowance for the 
infinite possibilities of human intelligence and ingenuity. We may only 
add that the discovery'of the aniline dye was brought about, and the export 
trade in indigo from this country was hit hard even before there was an 
intention to manipulate export duties for the purposes of revenue. 

It may be pointed out in passing that para 176 of the Report introduces • 
an argument, wjjich, as already observed, has no logical connection with the 
subject of the iifl^uiry.* If the currency organisation of India demands a 
manipulation of the balance of trade to the prejudice of Indian industry, we 
would regard that as the most unanswerable argument to demand an im¬ 
mediate and complete recasting of the entire Indian Currency system, 
rather than found upon it ar> argument for tinkering witli trade balances or 
modifying the fiscal policy. • 

It is perfectly sound logic to say:— 

“The peculiar characteristic of a protective export duty lies in the fact 
that the protection operates on the raw material of the industry, and, there¬ 
fore, places the whole foreign product at a disadvantage, whereas a pro¬ 
tective Import Duty merely affects such portion of the foreign product 
as would ordinarily come to the protected market, t 

But for completeness of reasoning jt must be added that export duties, 
whether for revenue or for protection, should be levied only on our mono¬ 
polies, whether absolute, as in the^case of jute, or practical, as in the case 
of some of the oil-seeds. On this principle an export duty on jute, whether 
raw product or the finished article,'may be approved, but not an export 
duty on cotton. Though the exports of raw cotton is something like 2/3 of 
the total Indian produce, which might well be desired *0 be manufactured 
in th^ country itself; and though there is a belief,in some quarters that the 
short staple Indian cotton is a practical monopoly of this country, at least 
so far as the Japanese Mills are concerned; we must not omit to take 
account of the possible competition from China and the Straits and other 
countries of our Near East. It is arguable ‘that a small ^port duty of 5 
per cent, or 10 per cent, at most would not Jffect the demand for Indian 
cotton, nor unduly depress the price. But such a recommendation is 
fraught with the danger of distrust arising in the mind of the home pitdoucer 

of this article, and rather than arouse such needless distrust,* we must try 

and devise the fiscal policy so as to engender thesleast suffering upon the 

“ Export dutia teDd to dimioitb export* »nd thus to iirrMaoe ao adverse ^ejt on 
the baUoce of trade. If this effect i8_^proDo\nc»d, it may cause for a time, at least, dflficuUiea 
io regard to the foreign exchangee. ”^Fara 176. 

t Paw 177. 
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doqjestic producer, whether in agriculture or In industry. The United 
States constitution has solemnly prohibited the imposition of export duty 
on any article of local productioli. The sentiment whirf-i has influenced 
this provision is too laudable not to find imitatot;? and advocates in India. 
But for those, who, like the Indian Fiscal Commission^ ( Majority) ‘are 
almost nauseatingly insistent upon the fevenu6 requirements of the Indian 
Government in framing their recommendations, the suggestion that the 
small Exportfduty oa tea should aj)olished ( para 187.) * cannot but 
sound extlemely inconsistent, and will very probably expose them' to the 
just suspicion that in this and similar recommendations they have been 
influenced, not by the interests of the entire country, buf'.ather by the 
pressure from an influential class operating ^gainst the’ collective interests 
of the community. Thq same spirit of class bias dictates that ol;jier recom¬ 
mendation of theirS, which, though worded in general terms, is manifestly 
applicable to the case of Jute only. 

“Kvon in the case of monopolies, therefore, m wliicli there is a reasonable 
probalillity that the export duty will not fall on the Indian producer, we 
cannot recommend that an export duty should be imposed for purposes of 
protection. ”+ 

A high export duty on jute,—an ideal for such taxation under existing 
conditions,—imposed'for-purposes of protection,'would only mean that 
this country has decided that the entire output of raw’ jute should be manu¬ 
factured in this country, or in the alternative; should te made to pay pro¬ 
portionately to the Government as a sorjt of compensation for the reduction 
of industrial e!;nployment in India owing to thp export of a portion of this 
commodity for manufacture abroad. We caijjuot see that there can be any 
logical, or economic objection against sudli a policy,—bar, of course, the 
interest of the Anglo-Indian exporter of,f he produce and his Dundee con¬ 
frere the manufacturer. 

There is, no doubt, wisdom in the* attitude that Indian protectionism 
should be defensive, not offensive, an d the consequent suggestions 'about 

'"Iho export duty 011 tea should be treated in acoordaoce with the genera) principle 
we have laid down. It has clearly been imposed for revenue only, and the rate ia moderate. 
But it can hardly be eaid to comply with our third condition, namely that the atficle should 
be a monopoly or a"8emi nioiiopoly. lUs true that an export duty is imposed in Ceylon at 
yhe same rate as that levied in India, and that in 1919 India and Ceylon between them provi¬ 
ded 87 per cent, of the tea exports of th.- world. But tea is a highly competitive prince 
and it is clear tliat Iidia and Ceylon are not able to impose their terms on the market. The 
pnrtuctioj of tea in Java has increased very rapidly in recent years, and in the markets in 
which it meets Indian and Ceylon tea has been to some extent displacing them. This tenden¬ 
cy is most clearly marked if> Australia where Java which in 1912 supplied only 12 per cent, 
olthe market, supplied in 1919020 as much as <1 per cent. In the United Kingdom also 
iu spite of the preference granted to Empire teas the production of tea imported'ffom Java 
remains appreciable. Jav a tea makes its way in virtue of ch^pneee. It is therdore 
inexpedient to handicap Indian tea by' an oxpot^'auty at however low a rate. We hold 
therefore that the ex])ort duty on tea should be removed. ” 
t Pwa 181. 


not taxing the export of those raw materials which may he our practical 
monopolies, but which are also indispensable for the industry of otffer 
countries. Take {|ilseeds‘for example. We recognise the danger of fritter¬ 
ing away our own resources of raw materials by an illtimed policy of free 
trade in them. appreciate the danger to our manufactures, protected 
by heavy import dutieh, but exposed to the loss of raw materials by abso. 
lute free trade in them, and the consequent handicap to them from their 
better equipped, better organised and more efficient competitors. But we 
must also recognise the much greater danger of arousing claSf wtagonism 
in India itself, and the not inconsiderable risk of foreign ret;Uiatiot\, * 

'■ • 

Hi » 

As regards food grains, we^may agree in the general proposition 

“ that in normal times any restriction whether hy oiport daties or by 

any other means is contrary to the true interests of tlie oonntry."t 

% 

But we doubt if the Commission has amply allowed for the very com¬ 
mon contingency of a failure of crops. Admitting that there are no 
reliable statistics to show whether or not the Indian food-supply is ade- 
qfftte to India’s requirements; admitting that the more effective remedy in 
this connection is a well-planned series of agrarian , measures rather than 
fiscal restrictions, v^e must yet grant that those restrictions have quite 
a utility of their own in abnormal times. But even so, it is impossible to 
agree to the Commission's finding in the matter cither of the recent pro¬ 
hibition of the export of wheat, or of their approval of a small revenue duty 
on the export of rice. The recommendations are, to, say the least, 
mutually inconsistent,—a common complaint against this obvious composi¬ 
tion of impossible compromise* 

xcni. EXCISE AND CUSTOMS IN A PROTECTIONIST TARIFF. 

• 

.The most serious objection to the recommendations of the Commission 
would be in regard to their chapters on Excise in general and the Indian 
Cotton Excise in particular. They seem to have been unduly influenced 
by the view adopted in para 146 of the Report:— 

__ : _ 

* Para 196-1S8 of the Report. 

t Para 204. , 

X "So loog^ as a stlbaUntial quantity of the commodity continues 4b l>e imported from 
countries to which the preferenlial rate U not extended, the pri4e of the commodity will be 
regulated by the higher duty. The consumer will thus ply the higher price on the whole 
Bupp%r/and the difference between the two rates ot duty will be equivalent to a bounty to 
the manufacturer in the country reoeivio.g the When, the other hand, the conn* 

try receiving the preference supplies practically the whole market, then the j^ice to the 
ooDSumer will be regulated by th% lower rate. I^e bounty to the Coretgu manufacturer trill 
cense, anw^e oonaomer will get the benefit of Uie lower rate” Para 225, 
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“ In India, <m the other hand, as we have shojvn in chapter V, there it not 
•Mmuch scope for Jnther direc! tau ation, and the Government has to obtain a 
considerable portion of its revenne]fr*m indirect sources. 

a ' ‘ ‘ * 0 

In addition to the high, protective Custo,rns Tariff, which the Com¬ 
mission would make still more onerous by including inc, its construction 
revenue consideration, they recommend excise‘duties to assist our impecu¬ 
nious Government. They forget that consumption taxes are generally 
objectionable,,, because they fall with uqdue severity upon the classes least 
able to supfxirt the burden. Their retention in either of the two important 
' forms—Customh and Excise—could be justified only *by grave reasons of 
national in\portance. We accept the burden of a high protfbcive Customs 
Tariff, not because we ignore the mi^chigf involved in high customs 
duties, but because we regard it as the unavoidable price that a nation with 
industrial ambition^ must pay for its development to the point desired. 
The developing industries must add to the purchasing power of the classes 
most concerned, and so the evil will be made lo provide its own antidote. 
Besides, when the goal of industrial development is achieved, not only the 
burden of these duties would be automatically reduced by the stress of 
internal competition; but, in proportion as the goal comes nearer and 
nearer,^ it would be easier to replace such indirect taxation by mc.e 
direct taxation. 

But that other form of indirect ta.xation—Excise Duties,—can have no 
such justification. There are cases in every Budget, no doubt, wherein the 
Excise duties are levied on articles of general consumption, but the con¬ 
sumption of which is as commonly condemned.- ihie duties in such cases 
are not primarily or even exclusively to be regarded as means of supplying 
revenue to the State. They arc rather an"engine of social reform, an in¬ 
direct means to prevent or at least minimise deleterious consumption, by 
adding to the cost of the injurious article. Excise duties on spirituous 
liquors are the most common illustration of such a thesis, and we might 
add to them the case of tobacco, hemp, Opium and other sinlilar drugs. 
Even in such cases authorities are not quite agreed as to the degree of 
success achieved by these duties in accomplishing their real object. The 
link forged of these duties between the modern extravagant Governments 
and such iniquitous traffic is freely deplored on the ground that the Increas¬ 
ing dependence of these Governrrtents on such sources for a considerable 
portion of their revenue will not permit them to be sincere in their attempts 
to stamp out this traffic altogether. For a complete success of high excise 
duties from a sdfcial standpoint on such articles m{iy mhan the utter loss of 
that portion of the public revenue, which the Government concerned might 
not find easy to replace; at a moment’s notice. But, quite apart* from 
ethical pr economic “considerations agaipst Excise duties on :articles of 
general, though injurious, consumption,'’tllere are other reasons of econo¬ 
mics, in the narrower significance of the term, which militate, equally 



agaibst Excise duties in general There is a radical distinction between 
the operation anc^incidence of Customs Duties, particularly of a protedCve 
nature,"and Excis^ duties on domestic production. The Excise duty impo¬ 
sed for revenue must needs select articles of general, if not universal, con¬ 
sumption, and these must press disproportionately upon the poorer classes 
of the community! While protective Customs Duties help to build up in¬ 
dustry, and thereby increase employment. Excise duties are s. net tax on 
consumption, and must affect the consumption of what Dr. Marshall would 
call the,necessaries of industrial elficiency. By the operatiofi“ofdthe Excise 
duty, industry tends to be depressed not only as the direct result of the tax, • 
but also as the,consequence of the diminished eiVieiency of labour owing 
to the reduced Consumption of the taxed necessaries of efficiency. With a 
reduction in income, such dutids Would bring an addition of exjienditurc, 
and will, as such, be doubly burdensome. “ , * 

We might also note, impassing, that, as a matter of history, the sugges¬ 
tion of looking to the Exci^ duties as a source of revenue is insupportable. 
The first concern of the Revolutionaries in 1789 was to abolish at one stroke 
the myriad of indirect taxes that disgraced the “Aticien Regime’ in France 
an^ which we would now class as Excise Duties. The same spirit of pro- 
pular hostility to such taxes characterises the financial history of the Uni¬ 
ted States, where they admitted those questionable helps to the public purse 
under the stress of thfi War of Secession, but Abolished them at the first 
convenient moment after the War was ended. No doubt, they still linger in 
some antiquated systems of national finances; but they cannot possibly be 
defended on the broad piincjples ’of political Economy. As the greatest 
authority on Public Finance,’Leroy Beaulieu, has observal, 

• 

“tlio taxes on consnniption are les^pniportionaljle than tlio direct taxes 
to tlio income of the tax-payer.''By (lu'niselvo.s alone, llioy would consti¬ 
tute a system of taxation which would ho detestahle and singularly iniqui¬ 
tous.” , 

On such considerations, it is impossible to accept the conclusions of 
the Commission in the matter of the Excise Duties. I hey observe in para 
169:— 

• . . 

' That the existing Cotton Excise Duty’should, in view of its history and 
association, ho unreservedly condemyud, and the Covernraent of India 
should frankly express their desire to clean the slate. 

But in spite of this admission, the whole chapter on E*;i^ in general, 
and its sequel on the Indian Cotton Excise Duties in* particular, reads like a 
la&ouged special pleader, which is b;id ethics, bad politics, bad economics. 

It is bad ethics, because >it makes no allowance for the* injurious character 
of some of the consumption liable ^tolaxation under their suggestions, and 
because omits to consider Oie force of distributive justice in apportioning 
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the taxburdens between the various classes of the community. It is bad 
fftJlitics, because it ignores the rising tide of democracy operating in other 
countries against the maintenance of ifidirect burdens in any form, and also 
because the recommendations betray an undue, obvious' bias in favour of 
the propertied classes. Such a bias is, to say the least, inconsistent with 
the Commission’s insistence upon the interests of the consumers in their 
endeavour to emasculate the force of protection they themselves recom¬ 
mend. Even on the narrower considerations of Public Finance, their re¬ 
commendation in favour of Ex'cise is a inource of revenue is grounded on an 
erroneous principle. Dr. N. G. Pierson, once Prime^ Minister oP Holland 
and well-known for his standard work on the Principles of Economics, 
observes r— , 

‘ It ie an essentirl uliarncteristiu of all taxes on expenditure that the 
faculty on which they are based is not one oalonlated or estimated by the 
the exchequer, but one wliich the tax-payer imputes to himself. Whoever 
lives beyond his means, or, without the least necessity, spends a large part 
of his income on things which are heavily tarod, will experience excessive 
pressure from the taxes.” 

But for this he cannot be blamed if the tan is imposed on necessaries 
of life, or efficiency. He cannot economise in their consumption witljout 
impairing his efficiency, without impairing the national dividend. The 
standard of expenditure is often incapable of adjustment to the means of 
the individual, and the hardship is the greater as we go lower and lower 
down in the scale of social stratification. Expenditure taxes, and particu¬ 
larly Excise duties on home-made goods, the consumption of which it is 
not deemed pecessary to prevent on ethical or economic grounds, must be 
condemned as offending alike against ethics, politics and economics. 
Their continued existence in modern budgets is not an evidence of their 
excellence or desirability, but rather of .the poverty of the modem hnancier, 
the injustice of the modern social organisation, the imperfection of the 
modern system ofwpalth distribution., 

The objection to the Commission's recommendations on this score is 
further strengthened by the inherent inconsistency of the recommendations. 
Para 150 says:— 

“ We haVe already pointed out that the Excise duties may be regarded 
» as an addition to the cost o< production, and, unless they are countervailed 
by corresponding Import duties, they may injure the domestic producer 
in two directions. If he is in a position to make the consumer pay this 
eilrtk cost by increasing the price of goods, the demand for the goods is 
liable to be r^uoed This result would decrease Wie yield of the tax and 
set a natural limit the rate at which ft could be profitably imposed. 
The contingency is ndi likely to escape the attention of the Government. 
If, on the other hand, the producer is unable to get a higher price f-om the 
oonsumer, the tax will operate directly to reduce tl« former’s profits, and 
may do serious injury to an industry^that requires protection. We would, 
therefore, lay it down as a general principle that an Excise duty shonld 

if 
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not b© allowed to trend] on tlio dogroo of protection* I'fMjuircd for any 
industry. When tloit degree lias been determined by competent niitho*<ty, 
any farther taxation, timt it may be deemed necessary to inijmse on tlie 
commodities cjmcerncsl, should lie so adjusted ^ to leave the required pro¬ 
tection vindisturbed. .\n Kxeise duty by itself would tend to render the 
• protection inade.piate; ti simple addition to the Import duty would impose 
an unnecossai41y hoayv bunion on the consumer; whereas, as shown in the 
illustration given above, *0 of tkr two wortitf brin>j tho gi6ato$t 

return to flo’ Treas’ir'j iritk lli" niiallrff ctxt to Ik.,- tar.}}aijer." '' 

In fuggesting a combination* of protective duties wftfi 4he Excise 
burden in the interest of the public purse, the Commissioiasurrender their* 
fundamental pesition of primarily considering the interests of the consumer. 
A double duty is a double burden, and cannot but injure thf; consumer. 
Those who, for revenue reason?, wtould suggest such an absurd combination, 
cannot poltsibly be heard when they plead the intifre.sti Of the mas.scs for 
limiting the extent of the protection to be given to Indian industries. Besides, 
the whole paragraph is bated on false assumptions. The financier, seeking 
revenue from Excise duties? will naturally select articles of inelastic demand 
and universal consumption. The producer, therefore, in almost every one 
of such cases, would be abje to increase the price and pass on the burden of 
th^duty to the cosumer. And yet the demand will not be reduced. There 
is consequently no room for the latter alternative elatorated by the Com¬ 
mission. The Excise duty, tl.erefore, if once peymitted, will never be 
relaxed or rc[realed*by a Government intend upon seeking funds for its 
uncontrollable expenditure. Hence on grounds of general economy as well 
as those of political expediency, I refuse to Irelievc that Excise duties are 
theoretically defensible .pr can [vractically be beneficial. 

•Of course, in this conclusion, we do not allow any weight to the financial 
needs of the Government at pn^ent, not only because we are here consi¬ 
dering an issue of national policy^jaftccfing an entire generation, while the 
financial needs of the moment are relatively only a temporary feature; ljut also 
because the financial needs suggest, if anything, an urgent need for a 
radical revision of the scale of public expenditure in^ndia, nota meddling 
with the national economic policy of the cduntry. During the war, for 
example, the financial needs of the British Government were the most 
stringent that could be urged in extenuation of any orientation of policy 
that could have been suggested. It was in response to tlys grave emergen¬ 
cy that Britain abandoned her traditional ^licy of free trade, or low custoqjs 
duties on a few articles, and imposed as much as 50 per cent, duties on 
such articles as motor cars, cinema films and a number of other luxuries. 
But even for the safco of the urgent financial needs in war-t^c, nobody ever 
suggested in England the imposition of equivalent countervailing excise 
tftties pnthe similar British manufactures, even Aough the strict application 
of oAhodox economics .would have demanded such a«course. We refuse to 
believe that the financial needs ofihe Indian Government are moit urgent 
than thjse of the British Government in war. We refuse to believe that 
38 



the Indian Government would be right, or could be justified, in imposing or 
m^ntaining exci^ duties on Indian manufactutes under any pretext, least 
of all on the excuse of their moVnentarytfinancial needs. \V 4 refuse to believe 
that there are even any gaeat ret'cnue needs of the* GoverAraent which could 
not be amply met by adequate, and overdue, economies in their ejftra- 
vagant expenditure. Hence the Commission’s officioesness in para 169 

r. 

“Wo rocognlso tlio pre.sont financial dilliculties of the Government. We 
realiKO that the Cotton Itlxciso Duty bi-ings in a lovonne of over two crores 
of i u]y)et‘a year. AVo realise thilt to*aliolipli the"Kxcise Duty while leav¬ 
ing tbo Imjiort Duty at its existing level, of 11 per i!ont. miglit have the 
offet;! of contravening the principles of taxation which we have evolved in 
the proeoiling chapter, and of sacrificing a sonicc of ,1'tveuuo without 
affordmg to the masses a cori’osponding reduction 'in the cost of their 
clothing.” ' ' 

r* ' 

leaves us frankly amused. Wc have already discussed the precious 
•‘principles of taxation” that they claim to have,“evolved.” The suggestion 
about the uncompensated II per cent, duty oiv foreign cloth becoming a 
burden is an unabashed pelitio principii. For, it has yet to be proved whe¬ 
ther the present purely revenue duty is really protective to the extent that 
even this Commission in its moderation would approve. And even granting 
that for effective protection the import duty on foreign cloth need not Ire at 
this figure, that does not contravene in any, way the very strong case for the 
complete, immediate,’’ permanent abolition of the offmsive excise duty on 
Indian cotton. Their yield of two crores constitutes an argument which 
may best be left to the inchcape Committee, who must decide how far the 
Indian Government is in a.position to remit this duty, which'offends so stri¬ 
kingly against every canon of national ccOHCfmy, against every dictate of 
political propriety, against every consicjjra'tion of equity in distribution. 
For our part, we would only point,out that a Commission recommending 
the discontinuance of a number of purely revenue duties, like the one on the 
export of tea for example, sounds strangely oblivious or incoherent when it 
emphasises the revenoe aspect of the Indian Cotton Excise Duties. But 
of this we will say later or\. „ 

XCIV. THE FREE INVESTMENT OP FOREIGN CAPITAL. 

The Fiscal Commission's views on the investment of Foreign Capital 
in India must provoke the strongest possible opposition in the country. 
They platitudinisc in para 269: 

“We huW, therefore, that, from the economic pointnof view, all the advan¬ 
tages which wo untviipate from a policy of progressive industrialisation 
would he accentuated the free utilisation of foreign capital and foreign 
resonrees." • 

But this platitude fails to give its dug'^ weight to the present political 
situation, which is characterised by acute racial tension between tbs Indian 



and the foreign exploiter of our resources. The Commission believed, with¬ 
out any apparent Reason, that the present tension is a passing phase, whi*h 
will soon die out. But evpn so, to frame recommendations on the most 
complete neglect of the most glaring fact of the actual situation cannot but 
detract from the value of the Commission's report as a document of practi¬ 
cal propositions, ft wpuld ha^e been wiser to frame their recommenda¬ 
tions with due regard to the actual situation, leaving it to j later and 
happier generation to modify them, should the then situation appear free from 
any racial tension between the different' classes engaged in the,industrial 
regeneration of the country. 

In analysiiig the; causes of the prevailing distrust of the foreigner,—and, 
it may be noted, in passing, the^'-ommission do not dispute the fact of the 
distrust, they only ignore it,—they have not quite 'inderjtood the distinc¬ 
tion that the present distrust is not so much against foreign capital, as 
against the foreign capital^t. Under tire present unfortunate political 
situation in India, the foreign capitalist is able to command the mystic 
sympathy of race, even when he cannot boast of more obvious relationship 
with the ruling race. Thanks to this sympathy or relationship, he has 
hitherto been able to obtain information and even concessions which place 
hitn*in a position most favourably, but ipiitc unfurly, to compote with his 
Indian confreres in business or industry. Once entrenched in this privileged 
position, no matter by what moans, he is inclined to regard his unjust 
privileges in the light of his Vested Interests, which, being indefensible, 
the foreign capitalist is driven to adopt an aggressive attitude even before 
any attack is rnanccuvred againt bu; insnp|iortabk privileges. The Commis¬ 
sion could not deny the existence of such a situation, and their airy non¬ 
chalance in observing that ■ , 

“wa do not propone to (liseuss'Uio uccurncy of tlieso projio.sitions which 
ai’O obviously incapable of dotinito pi'oof” • 

will not mend matters. For it is equally an ns,crtion on their jiart to say 

“Tlicro appears lo us to I u a growing tendency, cine to eeoiiomic causes, 
for foreign ca]>itid to iridentifr itsedf with Indian inlej'ests of India, and wo 
believe that the training of Indians foi- posts of,greccter re.ponsibility will 
proceed apace without recejurse to the doubtful ccxpe-lients, ibat have been 

suggccsted to us." * • 

• 

There are, in fact, no signs of such a dcisirabh; cor«ummation. The 
foreign capitalist in hfdia tends, and mu.st tend, to be mort? and more a 
bigoted defender of indefensible privileges. Spoiled *by undeserved consi- 
derati^n.in the past, he is unable to appreciate the tendencies of to-day. 
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and incapable of^ympathising with them. Embittered by the conviction 
thst he is in a hopeless minority, he is reckless of the e^jpedients adopt^ 
to defend a position of exclusive benefft. These /acts constitute a grave 
objection to the encouragiment of the foreign capitalist \A India, who can¬ 
not sympathise with the altering conditions and* interests of the people of 
India. , < * 

« * 

There is, however, a much stronger reason against the free encourage¬ 
ment of the •foreign capitalist. Ho wields a wholly disproportionate and 
entirely injurious influence on the national policy of the country. The 
* annexatfon of fturma in 1886-7, fo"" example, was carried out largely, if not 
wholly, with a view to enable European concesssionaries to«cxploit the rich 
petroleum resources of that country, l/f!aving India the costly glory of 
defraying the ejjpensesiof that unnecessary conquest. What happened in 
Burma in 1886 migfit, for all we know, happen in Mesopotamia in 1926 if the 
recommendation of the Commission is adopted.. This is seriously objection¬ 
able in itself. But we can point to other equally indisputable facts to show 
the workings of the same sinister influence. Take the long continued bias 
in favour of some scheme of Imperial Preference, however unsuitable to 
Indian conditions, or the manipulation of the Indian Currency system in 
the nineties, and again in 1920, These blunders, to give them no harllier 
name, have riveted in the Indian mind a naost deep-seated prejudice against 
the foreign capitalist,'and vfe wonder how a body of presumably sane prac¬ 
tical men of the world should have iwrsuaded themselves to ignore the 
force of such a patent factor. 

The distinction between foreign capital, and/oreign capiValist is essen¬ 
tial, because, under certain conditions the lafter may quite safely be wel¬ 
comed for the sake of a more rapid develojiment of our industries. If 
foreign capital in India could be confined only to its legitimate reward—its 
stipulated interest only—and if its entire' command, direction, and employ¬ 
ment should be left in Indian hands, there could be no great objection to 
its being used for thei development of Indian industries. An Indian enter¬ 
prise, obtaining foreign capital by means of debentmes, could be perfvctly 
permissible, and even worth encouraging, if the necessary capital is not 
found for a promising industry iu Iialia. But when foreign capital demands 
as the price of its investment in India, besides a net return by way of interest, 
complete control and direction of the enterprise started by it§ aid, wc 
^ould rather consent to the development of India being postponed than see 
it accomplished at such a cost. There is sufficient bitterness about the 
advantages (?) to Indians from industries devclopor^by foreign capital— 
Tea Gardens of Assam j for example, with their perennial troubles with the 
coolie labour,—not to pernrit of their being excessively enamoured of its 

charms. ' 

• • • 

Tht! root evil of the investment of»thd foreign capital in India is, thus, 
the disproportionate influence it accords to 'the /oreign capital/st in the 

« 
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direction and management of the enterprise. To this may also be added 
the more obviou% evil of the drain caused by.such investment, which, ecr»o» 
mically speaking, beconjes the mflst objectionable when it carries away 
from the country,*not only its legitimate interest? but also the surplus pro¬ 
fits of the industry. And there are no corres|)onding advantages to set off 
against these raadifest, palpable evils. To the Commission the argument 
that adequate capital is not available in India has appeared sq strong that 
they have laid down 

* . • * • * 

‘^The more capital is laid ,ilown in the development of inSusti'ien, the 
more rapid will that development he, and, therefore, the shfirlei' will he the “ 
jieriod of H!c burden on the consumer." * 

. • 

We think it much more Ifkel^ that more ineflicient concerns would be 
started if foreign capital is indiscriminately attradted yi a frenzy of indus¬ 
trial development, with all the possible dangers of price-cutting tit first, 
leading to excessive combiaation and practical monopoly to the gravest 
possible prejudice of the cihisumer in a very short time. 

But granting all the advantages claimed on behalf of the free invest¬ 
ment of foreign capital, we mu.st yet point out that its necessity would arise 
only if we assume that Indian capital is not available. The experience of 
the recent Government borrowiivg programmes ought alone to disjirove this 
gratuitous assumption. If the success of publi*; borrowing is the result of 
factors other than economic, Jthere is the further evidence of recent floata¬ 
tions of Joint Stock Companies, which cannot possibly allow any longer the 
belief in the legend of the ‘byness of Indian capital for industrial 
investment. * ^ 

• 

The myth was manufactured for tfieir own ends by those who wanted 
to reserve the lucrative avenues oWavish Indian Government borrowing for 
themselves; and there is no call upon us to give any unnecessary currency 
or credit to such interested hbels . on our people. ,'I he capital recently 
invested in unproductive Government loans, as well as in profitable indus¬ 
trial and commercial enterprise, affords every reason to hope that the whole 
of the requisite capital for our industries,—estimated at Ks. 1,000 crores in 
the Sixty Years of Indian Finance, —can be found in this country, if only 
proper steps are taken to attract it. . * 

• • 
The last sentence really contains th*e crux of the entire difficulty about 
capital. India is yet very backward in institutions to .ajtract an 4 employ 
the idle capital of thif country. Before, therefore, deciding for a free field 
for foreign capital, it is incumbent upon the fiscal legislator to try measures, 
successful elsewhere, for the greater attraction of indigenous capital for 
industrial purposesr Proper industrial bayks, coupled with efficient money 
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saving devices, would release a very considerable capital for industrial in- 
vesFfhent without any special need to tempt foreign capital.# 

This opposition to the'free investment of foreign capftal in India need 
not necessarily imply that we are ignorant of the^ractical difficulties in the 
way of excluding such capital from India. Tlje Conwnislion's arguments 
in para 291 ."vrc more or less sound, thcftjgh the accuracy of some of the 
observations may welt be questioned. For example, they have given no 
authority fqr fly: observation that;— * * . * , 

■“ It is, perhaps, not generally realised that the Law at present pro¬ 
vides that any C<impa.ny trading in India must lie registeraif^n India." 

• « 

But pace these cryptic remarks, we may admit the force^ of their 
reasoning. But tltey ought to have recognised that India is not the first 
nor alone in this distrust of the Foreign capitalist coming in the wake of 
his investment. The distrust of the foreigner cofotirs the whole system qf 
the English Common Law, and even to-day, an alien is not allowed to be a 
proprietor, in part or wholly, of a British ship. * 

« 

“It is only in the early stage.s of capitalistic production,” says Dr. firijn- 
zol in his Hcnmimie PratiTtionism, “tliat the foreign investoi‘’s capital will 
be viewed by a country as desii-alile. .“Iseioon ns the spirit of enterprise 
becomes active in lh1> cout^try itself, attempts will not be wanting to replace 
such cnpital by foreign loan capital, which loaves in the possession of the 
debtor country tlie excess of its earnings above interest, thus operating to 
enrich the latter more rapidly and at the same time eliminating the una¬ 
voidable personal inlluenc** of the foreign capitalijt on the domestic econo¬ 
mic policy. .^Tho most insistent opposition to the'foreign enterpriser will be 
found in the case of those enterprises to wlii(;h is entrusted the safeguard¬ 
ing of any special economic interest of t lit'community in the field of na¬ 
tional defence, of trade, indnstry, rv commercial policy.” 

* 

This great authority mentions the instances of China, legislating since 
1908 against foreign capital in mineral itoncessions particularly, of Rou- 
mania and Greece and Chili proceeding on like lines to exclude or impgde 
the investment of foreign capital in their national industries. To these 
might be added the instance of the W'ar Precautions Repeal Act of 1921 
passed by the Commonwealth of Australia and relating to the Foreign 
Companies in that country. Section 8 of the Act provides that 

9 

" no Oompany in which more than one-third of the shares are held by 
aliens^shall acquire any mine or interest in a mine or carry on any mining 
or metallurgical'business.”' x 

The same section fUrbids an alien to acquire any share in any company 
incorporated in the Commonwealth without an express consent in wrjting 
of the Commonwealth Treasurer. 

___ji________ 

’ Vide The Uerehanta’ Shtppiitij Aet (^1894, section, 1 “ 



With such precedents, would it be unreasonable for V’dians, with their 
experience, to require that in certain specified cases at least the invcstr.ftnt 
of foreign capital in Indian enteriJfise be restricted ? The actual restric¬ 
tions mentioned in para* 292 of the Rejibrt u]lbn Companies working a 
public concession are quitu inadequate, and entirely tesidc the point in 
connection with the specific question here considered. * It must lie clearly 
laid down that industries of prime importance--the so-called. Key indus¬ 
tries,—or those of military significance—shall Ik; conlined exclusively to 
Indian capital, Indian, management,•and Indian directioij.* these may, 
indeed, Ise permitted to raise delpontiue capital, if necessarj^ from outside^ 
India, if Indian capital is not forthcoming in the required quantity! Indus¬ 
trial and ag?f<iultural banking, shipping and ship-building, mining and 
metallurgy may also be placed, in, the same class, In such concerns no 
foreigner should be allowed to hold any share, andt thej’ jnust be. compul¬ 
sorily registerable as Indian Joint Stock Com|>anies, with rupee capital and 
Indian domicile. In concerns, again, which are assisted directly from the 
public purse by bounties (jr subsidies, foreigners should either be com¬ 
pletely debarred from holding any shares, or their holding lx; strictly 
restricted, not exceeding one-half. I'inally, in industries already developed 
by Indian capital, and whfeb are granted protection to ensure more rapid 
de'ffelopment, foreigners may lie ]x;rmitted to invest, subject to sanitary 
conditions about Indian registration, ruiiee capital &c. which the Legis¬ 
lature may prescribe Jn that behalf. Provision, niusf also be made by law. 
for securing a certain proportion of Indian representation on the directo¬ 
rate in any enterprise which is likely to lienelit by the protectionist policy 
of the Govenvnent in Indja. The, restriction yf the right to transfer his 
holding, which the Indian stfareholder will have to submit vto from these 
regulations, will be no great hardship. But even if it is, the Indian capita¬ 
list may well be called upon to bear it. in return for the advantage of pro¬ 
tection he is offered under the ne*s’ policy of rigid protection of Indian 
industries. The argument in para 291 is thus meaningless. 

» • 

XCV. IMPERIAL PREFERENCE. 

Perhaps the greatest fight on the proposals of the Fiscal Commission 
will take place on their recommendations regardmg the djisirability of any 
scheme of Imperial Preferences in the trge interests of India. As usuiji 
with this body, they have made a proper* inquiry in para 224:— 


* “ Where the IoSiUq Gevernmeat is granfciog ooinessioiis or where the lodientaxpay- 
eri’ money ia being devoted to the stimulation of an entefpriee, it is reasonable that a 
arfbcial s^ess should be laid on the Indian character of the eomiianies thua favoured. In all 
such ctscB we think it would be reasonable to insist that Oomiiani^ enjoying auch conoeaaiooa 
sbonld be incorporated Sod registered in India with* rupee capit^ that there al|puld be a 
reasonable proportion of Indian directors iju Ae Ifoard and reaaonable facilities should he of¬ 
fered for Ue training of Indikn apprentices at Government expense.” 




' Where the preferential rate is a real reduction in duty, or where the 
** general rate has been arrived at by making an addition to what is oonsi* 
dered the minimum duty, which thnwbecomes the preferential rate, is, ki 
considering the econonjic effeet, immaterial” • ^ 

i 

But, finding that it would not square with the reconjniendations they 
must make, they have disowned the question ‘entirely. The distinction is, 
however, most material in considering the consequences involved in the 
preferential treatment of the import^ from a given country. Under the 
former alternative, the preferential rate is a real reduction from th» general 
rate, which consequently implies a pro tanto reduction in the protection 
given to tlje domestic industry. In the latter case, the gcn^pul tariff being 
fixed by making an addition to the preferential rate, which, however, does 
not infringe in the least,upon tlie protection intended to be given to the 
national producer, there is no risk under that principle of the domestic 
protection being neutralised by the preferential treatment of certain Imports. 
The Commission arc themselves aware that 


“ in no cuso do Ibe Domiiiions allow these preferences to interfere with 
the degree of protection which they consider necessary for their own in¬ 
dustries.” * 

We do not see why India should adopt Preference towards imports 
from countries of the British Empire by sacrificing this sound principle of 
national industrial development, assuming, for the sake of argument, that 
any Preference is at all advisable. The first axiom of the revised Indian 
Fiscal Policy should be that the Indian industries must be deieeloped at any 
cost. All othef considerations must be secondary and subordinate to this 
prime requirement, and those who ignore,it or compromise with it, cannot 
escape the charge of having sold thp true interests of the country. The 
Protective Duty, therefore, imposed for the benefit of the Indian industry, 
must be considered as the minimun, which should not be reduced for any 
extraneous considerations. Preference, 4 herefore, if at all it is to be granted 
to goods of British Imperial origin, must take the form of a surcharge on 
go^s of non-British origin. 

There arc two obvious objections to this method of granting Imperial 
Preference. Bc{ng an obviously unfavourable discrimination, the surcharge 
6 f foreign goods would invite retaliation from the countries affected imme¬ 
diately. It is, indeed, quite true to say that 

“ the strtagth of India’s position as to the raw materials of manufac¬ 
ture, many of wbiol. we monopolise or purely ufonopolise, had been under¬ 
estimated, and that the Indian export trade was not likely to be seriously 
prejudiced by any retaliatory action taken by foreign countries.” t- ,, 

t ' _ 
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But even though there is no great danger to the Indian export trade by 
the retaliatory aiyion of foreign countries, \\e conceive it to be imprud^t 
to' make such an obvious^ discrimination and provoke needless hostility. 
For, at the present fnoment, the trade of India wilih^ther countries is insigni¬ 
ficant, but as time goes on<that section is bound to grow. It must not be 
forgotten that the* pripcipk o^ Imperial Preference, if admitted on these 
lines, would, for example, compel Ind« to discriminate against the Japanese 
cotton imports in favour of the British imports of a like nature so that if 
japan retorts, she can materially ii*juri»the export of Indian crJtt^rn to that 
country, and the Empire will not compensate India for suclj a loss in any , 
way. It would be an extremely shortsighted policy to neglect all possible 
contingencies merely because for the moment our exports are practically 
unassailable. The purchasing • |)o*ver for Indian goods in the British 
Empire is rapidly falling, and we see no great likelrlioorj of Indian exports 
Ireing principally alisorbed by countries of the Empire. The tr.ade of India 
points fair to remain in groining proportions with non-British countries in 
thtfeoming generation ; and on that basis such a scheme of Imperial Prefer¬ 
ence cannot but injure the true interests of India herself. 

This conclusion is further supported by the belief that a successful 
policy of Protection in India must rapidly and radically alter the character 
of the Indian trade. We arc to-day, principidly the exporters of raw materials. 
We may ([uite probalily find manufactures takin^a more and more important 
share in the schedule of our exports, if the policy of Protection is well 
conceived and rigorously applied. In such an eventuality, the danger of 
retaliation is ope that cannot he dismissed with .the airy nou-chalancc of 
the Commission. There is, l*sides, the more important casisideration of 
the cost to the consumer. If the .system of protection of native industries 
is exposed to the criticism ot costliness to the consumer, the system of 
Imperial Preference is doubly expo*jd to the same defect, and should have 
been definitely condemned in toto by a body so painfully anxious to .secure 
the interest of the consumers, even by regarding the speed of full industri¬ 
alisation in India. , 

In truth, the position of the Commission is wholly untenable and 
thoroughly inconsistent. Speaking of the overwhelming mass of evidence 
against Imperial Preference, because of the witnesses’ uj^rehension that 
Imperial Preference would in practice mean'the negation of Indian protec-* 
tion, the Commission observe: 

“ We need liardly say that if siicli were tha probable* eons^uerioes of a 
policy of preferent^, we should as strongly and as unreifBrvedly, as the 
witnesses to whom we have referred, pronounce our*eondemnation.” * 

• * 

Aftd yet they h^e failed to give any reasons why they could anticipate 
any other consequences at all favofljable to fndia. Their recommendfctions, 

* Psrdbsu. 
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therefore, are theoretically unsound, and practically opposed to the evidence 
tl^ey themselves have recorded • ^ 

The conditions undef whiefi the Commission would advise a policy of 
Preference exhibit the same medley of inconsistency and incompetence 
characteristic of all the recommendations of this body- of compromises. 
Para 245, for instance, requires that preference should be granted only to 
such British industries as already command the Indian market. In that 
case, whaf i^ .the qeed for preferente at all ? And, if granted, who but the 
c Indian industries would be actually the suffeiers from this ill-timed jest of 
Imperial patriotism ? Had the Commission given ttny instance of their 
sage obsdi'vation, . ' 

I • 

" we recognise that there may he cases particularly arising out of such 
temporary conditions, in which India might ho in a position to give assist¬ 
ance to British industries without bringing an economic loss to herself,” 

we might have been better able to criticise or appreciate their sugges¬ 
tions. As things stand, we can think of no instance in which the adoption 
of Imperial Preference by a protectionist India .would not hurt either the 
producer or the consumer in India quite unjustifiably as a result of that 
policy. 

r 

There is another caseof serious dereliction of principle in the forced 
arguments of the Commission on this subject, which is well worth noticing. 
They say:— 

* * * 

“In the .same way if India is to adopt ths principle of Imperial Prefe¬ 
rence, she must adopt it freely to the extent to which she can do so without 
detriment to the interests of her own (idoplo. tjlie receives abeady certain 
preferences from the United Kiirgdom. Slio recognises witli gratitude the 
spirit in whicli they grow. She wonhY not wisli to look too narrowly to the 
actual economic conditions of these pi eterencos; and in turn she would ex¬ 
pect that the preference, which she^tinds herself in a position to grant, 
without serious detriment to her own intero.sts, should he received in the 
same spirit, and .should he regarded as a a rohmlary yift and not as pert of 
a bargain.”* 

But if the grant of Preference is to be a free expression of India’s grati¬ 
tude (sic), woul^t it not have been as well if the Commission had omitted 
‘ any reference to the benefit Iildia receives from the British preferences? 
They really imply a bargain, but would not permit India to judge too nar¬ 
rowly the merits of the bargain they suggest,—because they are at heart 
afraid the bar'gain has in reality no merit for India ki’ all. It was supreme¬ 
ly unwise of the Commisfiion to allow considerations of gratitude (?) to in¬ 
trude upon their purely economic deliberation. For there can be 09 grati¬ 
tude ip economics, nor yet in politics. If British intetests are strong eno- 
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ugh, or the Indian champions are weak or foolish enough, a policy of Prefe¬ 
rence will be forcjed upon this country, however manifestly unjust aod 
udproiitable it may be to Indian intecfests. But why suggest that such a 
naked act of force *taieure is an expression 6f gratitude? The same mistake 
of introducing wholly irrelevant considerations has dictated the stupid ob¬ 
servations of Para^bo: 

• > 

• 

“We do not forgot that tlio United Kingdom is the heart of flio Empire, 
that upon its strength depends the strength and cohesion of tlw Empire; 
and Vliat its strength fs hound uji^wil fl tlio prosperity of itt* tiiyiort trade. 

.If tlie I nited Kingdoui does not maintain its exjmrt trade the 

Empire will weaken, and this is a contingency to which no partf of the 
Empire caif^e indifferont. Nor again do we forgot that tlio connections of 
the Empire are guarded hy the Britisli Navy, and that the “burden of 
maintaining that essential .srt-viifc falls almost entirely on tlie people of the 
United'Kingdom.” • ^ , 

Here is another distinct^suggestion of a bargain. In return for the pro¬ 
tection of the British Navy,,the outlying parts of the Empire arc invited by 
implication to support the export trade of Britain. This is, to put it mildly^ 
a purely political issue, which need not have been introduced at all in this 
discussion. If Britain maintains a Navy, she docs it for her own export 
tracS. Her existence would be in danger if she did not keep open the main 
channels of her foreign trade. TJie destruction of that trade would mean no 
great hardship to parts of the Empire like India, whieW may, therefore, be ex¬ 
pected to hear such a misfortune with the philosophic fortitude characteristic 
of complete fatalism. The talk of political gratitude may sound excellent 
in elementary £opy-books„but has po place in discussions of hard economic 
fact| like the present. The Commission forget that the retQj't of lu qtwque 
is so easy and handy in the Iido-British relations, that it would have been 
much the wisest course to give a very wide berth to such considerations. 
Having mentioned them, the Comrission must face the reply that if Britain 
maintains a navy—which, however, h.as never protected in actual history 
the trade that exclusively beneJited India or Indians,—India, in her turn, 
maintains an army, far in excess of her financial strength or military needs, 
and which has more than once been used outside India to fight in the 
battles of the United Kingdom, in the issue of which India had not the 
remotest interest. Indian soldiers fought in the l 3 ritish cjuarrel in China 
and Soudan, in France and South Africa; .aifd the only return India has 
got is that the treatment of Indians in the present British possessions, wob 
for the Empire by aid of Indian blood and Indian treasure, is much worse 
than it ever had been in the days of the foreigner they h^ve helpe4 to dis¬ 
place. These are Wfter,, unforgettable memories; and wenvbuld not have 
n^pdlesssly revived them; but the arguments of the’Commission leave no 
optioi^ to a critical examiner of their contentions. 

^ * • * 

One more point and the cds« hgainst Imperial Preference xfould be 

closed, VThe suggestion for the policy in general arises from two mutually 
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inconsistent stanjJ-points. On the one hand is the desire to adopt Imperial 
Pftference with a view to a bgtter co-ordination of the (resources of the 
whole Empire, their more effective moBilisation, i^ore thorough exploitation 
in the collective benefit of the Efmpire. Under this ideal,* the Policy of Pre¬ 
ference would have to be uniform in all the Dcaninions and Dependencies. 
On the other hand is the earlier ideal of a grater mgtual* acquaintance and 
consequently better mutual understanding between the different parts of the 
Empire, by means of a fuller commerce between them, without prejudicing 
the immed^iata^ national interests of each part. •’These tw,o are obviously 
inconsistent. ,To organise a single uniforn* policy of jmperial Preference 
for all the parts of the Empire, which are inter se at dij^rent stages of 
economic developments, with different and mutually hostile'economic needs, 
would involve such a surrender of their 1 rights of self-government that no 
Dominion could, be possibly pursuaded to endorse or adopt it.' Under the 
pressing danger of a catastrophe, like the one threatened by the last Euro¬ 
pean, struggle, it may quite possibly happen that some sort of temporary 
arrangement of this kind may be evolved. Butwe are not here concerned 
with temporary expedients, but with permanent, co-ordinated, scientifically 
planned systems of Imperial policy, and we consider such a uniform system 
of Imperial preference to be absolutely outside the bounds of practical 
politics for the next half-century at least. Considering the question of 
Imperial Preference only as a result of voluntary mutual concessions, we 
may as well leave the matter to be decided by the Indian Legislature after 
duly weighing the arguments for and against the system. We would 
only add that such a discussion would provide a proper opportunity to 
consider schemes or measures of retaliation against those British colonies 
that are guilty of the most hostile treatment to Indians under .their 
jurisdiction. It is perfectly legitimate fsr 'india to promise that no 
country, desirous of special treatment in her Customs Schedules, shall be 
suffered, if India can help it by any mca'as at her command, to offer any 
indignities or special ill-treatment to India’s own nationals. Imperial Pre¬ 
ference must be made the natural couhterpart of equal civic rights in the 
Empire, and full freedom of settlement and employment for any citi^i'in of 
the Empire in any part of the Empire. Failing the equality of Imperial 
advantages, there can be no question of Imperial Preferences. 

XeVa THE MINORITY SUOOESTIONS. 

^ The central proposition of the Report recommends “ in the best inter¬ 
ests of India the adoption of a policy of protection to be applied with 
discrimination along the lines indicated in this Report”. The Minority 
have agreed that protection should be applied witho discrimination,—who 
would object?,—but co.isider that the conditions laid down in Chapter VII 
are too stringent, and thilt any discrimination necessary in the interest^ of 
the consumers must be determined by the Gowernnaent of India and the 
IndiantLegislature. Here is an excellent 'opportunity for an effective dissent 
lost. 1 he platitude could stand unchallenged if by “ discrimina'.ing pro¬ 
tection ' was meant such a wise choice of industry as wo^ld* ensure the 
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most rapid development of the country with the least effort. The Minority 
however, have fajlen into the trap carefully prepared for them by the word¬ 
ing of the Report, and made thei^ own suggestion of an intense policy of 
industrialisation Ridiculous by leaving the discrhnination to the Government 
and the Legislature. This •policy is so obvious and axiom.atic that we won¬ 
der w'hat possible additional .weight the Minority consider their Minute has 
derived by this rider to the general 'proposition. There is and can be no 
real opposition of interests between the producers and consumers in this 
country^ sincg there is rto coasidorfcble'class of idle rich ni9n“\*ho are only 
drones or consumers. Conscience makes cowards of us all, the fpet .says 
and here, perhaps, is an illustration that the representatives of the capitalist 
industrial clasS'propably felt that an uncompromising attitudedn favour of 
unrelenting protection to the fnd^m industri's taken up by them must be 
liable to itiisconstruction. We grant the possibilfty, Ivif we consider that 
the more manly and honest course would have been for them to record their 
own honest convictions, leaving it to the bodies thev tbemselves have men¬ 
tioned to determine how fa»- their recommendations should be adopted. The 
.same conclusion is inevitable when one considers the b.asic idea in accord¬ 
ance with which the Commission have proceeded to give effect to their 
general principle. “ The necessity of continuing to derive a high revenue from 
tariff, which is apparent from a consideration of the linancial situation, is 
also held to lead inevitably towards protection.” Upre is another opportu¬ 
nity for a vigorous dissent on both the principle as well as the practica¬ 
bility of the suggestion. The ideals of revenue tarifi and those of a protec¬ 
tive tariff are so incompatible that this single idea in the Rc])ort is sufficient 
to condemn h. The utter futility of this confbin.ation has already been 
exposed in detail. But it was, perhaps, impossible to expert a minority of 
capitalists to take any other line but that of taxing the poor in customs 
duties as well as in excise. The Minority have, it must be admitted, opposed 
the general principle of excise rcAniue except from objectionable consump¬ 
tion. Rut they have not realised, or rather they have willully blinded 
themselves to, the cardinal error of the suggestion oT their colleagues that 
there is no more room for adding to the direct faxes on income in India, 
and that, therefore, implicitly if not expressly, should Government need 
additional revenue, they must obtain it from the cu-toms. I'he conclusion 
is thus inevitable that the new tarifi' must be a.combination of revenue and 
protective duties on—the most absurd ofbll absurditi's—one and the same 
set of articles. The Minority, however, could not or would not avail them¬ 
selves of this fundamental error in the position of their colleagues, simply 
because they .also do /lot wish that the profit* of the industfy.to the capita¬ 
list should be diminished; Tariff protection, therefpre, could not possibly 
1;^ as effective as it might be made, so long as the Government depend upon 
the iustoms revenue for a very considerable portion pf their sinews of war, 
and must, accordingly, desire 0 ajttract* rather than discouraga foreign 
imports We do not, pf coyrse, suggest that absolutely no revenue would 
accrue TO the State from a. rigidly Protectionist tariff The history of Ger- 



many, America and Japan would suffice to assure Government that even 
unJfer the most rigid system of tariff protection to India’s na|ional industries, 
some trade will perforce persist, and soifle revenuq would, accordingly, be 
derived in spite of a noii-r 4 venue tariff, framed exclusively Tor protecting the 
local industries. The last Tariff law in the United States is claimed to have 
been not utterly unaware of the revenue possij^ilities pf e^en such a high 
protection. ,Had the Minority been awure of the industrial and fiscal his¬ 
tory of contemporary peoples, they would not have perhaps felt the hesita¬ 
tion they o^vltwisly dd in attacking the main weakness of their confreres of 
the Majority. As it is, the Minute of Dissent as well as _ the main Report 
proceeds on a fundamentally false basis for the construction ^f a new scien¬ 
tific tariff for India, in which the interests of Indian indugtry'will perhaps be 
the last to be considered, after due attention has been paid to the financial 
needs of an extravagant *Government, yet unrepentant in the matter of their 
unrestricted expenditure, not to mention the bogey of the consumers’ in¬ 
terests demanding that “ protection ” should be (js low as possible. What 
kind of “ protection ” this will be we frankly confess we cannot imagine. ' 

We need not discuss the detailed recommendations of this Report be¬ 
yond calling attention to the fact that both sides 'of the Commission have 
emphatically and unreservedly condemned the Indian Cotton Excise DLty, 
which, it is to be hoped, will now be interr^ without any loss of time. The 
Minority have done well irr pointing out the absurdity .of unrestricted free¬ 
dom to the foreign capitalist for investmer^t and exploitation. But even 
they have not realised the significance of such outstanding measures, 
and they have failed to., appreciate tjie importance of .reserving the 
mineral resources of the country to be exploited only by its own people. 
If democratic and self-governing Austriilia' could find it necessary to 
prohibit aliens in 1922 from holding any share in a concern formed to work 
a mineral concession in Australia; if the most powerful nation in the 
world—the U. S. A.—should feel it necessary to revive the old navigation 
laws for building up its mercantile marine, we see no reason why India, 
becoming a Protectionist country, should not follow such laudable examples. 
The mere provision of Indian domicile, rupee capital, and a proportion of 
Indian Directors would not help the country against the dangers of unrest¬ 
ricted admission of foreign capital and capitalists, especially in mineral and 
other industries of vital importance. On the question of Imperial Prefe¬ 
rence, the Commission seem tb be fully aware of the dangers to India of 
such a policy, though, as might have been expected, the Majority have 
followed their general policy of attempting to please all sides by a great 
parade of “sweet reasonableness,’’ which we very much'fear will be mistaken 
for fatuity, while the Minority must be specially congratulated on having 
adroitly imported political considerations into this apparently ' purely 
econmic question. Tney maintain th.at “ India cannot dfccept the principle 
of Imperial Preference until she has at..ained responsible Government and 
is able to regulate her fiscal policy by the vote of a wholly elected* I^isla- 
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tura” If the concession of Imprial Preference—admitted without violence 
to the protection granted to Indian industry—is made a condition precedent 
for the grant of complete Swaraj y/e can Vind no cause to cavil at the 
astuteness of the authors of this suggestion. \V'e» are not quite convinced 
of fhe wisdom or feasibilitj;, of vesting the power of granting, varying or 
withdrawing Imjierial Preference exclusively in the non-official meiiil>ers 
of the present Legislafure : bfit even, so we must admire the master stroke 
of policy which would hoist the imperialist bureaucracy with their own 
petard, and show the liijk between ^resjpnt-day |X)liticsand ecqii<*nics which 
is so often ignored. 




Chapter'XIII. , 

PRINCIPLES and methods pF SCIENTIFIC 
PROTECTION IN INDIA. « 

r <• . 

XCVI. RE CAPITULATION OF THE OBJECTS OF A PROTECTIONIST 
POLICY IN INDIA. 

' , ' *0 « 

In ordeal to lay down clearly a scientitic principle that oii^ht td govern 

' the protectionist regime in India, we must define, in the clearest possible 
terms, the jjoal to be aimed at. * It is not merely because jn the absence 
of a clearly defined goal, the measures adopted may prove abortive; but 
such measures may fror^ the beginning be unsuitable, inasmuch as the aim 
they are intended to'attain is not clearly formulated. In the course of this 
work the goal of India and modern industrialism as envisaged by 
the present writer, has been vindicated more tfian once; and would bear 
repetition here if only to bring out clearly the whole relation between 
the aims and the means. Intensive State-help to industries on a modern 
scale in India may Iw afforded with a view cither (a) to enable the 
products of Indian manufactures to obtain full command of this IdCal 
Indian market, instead of having it supplied by corresponding wares 
imported from abroad*, though manufactured, in those foreign countries 
from the raw materials supplied by india herself; or (b) to so 
develop and work up all the availaUc indigenous resources in men and 
materials as to leave no portion of our raw material to be exported for being 
manufactured i^jiroad. The difference between these two alternatives is very 
considerable. In the former case, the industrial ambition of India is modest 
enough not to offend the susceptibilities of any sister countries and legitimate 
enough not to arouse any reasonable hostility amongst possible competi¬ 
tors. It may be that the modesty of such a goal will still leave a considera¬ 
ble amount of raw materials to be drained away by way of exports for 
manufactures abroad; and thus assist such foreign manufacturing countries 
by means of wares manufactured out of the raw materials supplied by this 
country to carry on their commercial rivalries in markets relatively 
undeveloped. I cannot, however, consider this as either a commendable, or 
even a condonable-feature di modern civilisation. At the risk of" seeming 
tQlack in adequate patriotic feeling, 1 hold that the first alternative would be 
quite sufficient for this country and all that she can legitimately and reaso¬ 
nably aspire to; and. that the second, though likely to contribute more, both 
qualitatively and quantitatively, to the national weSSth, is nevertheless 
frought with the possibilities of complications that we have best avoided. 

* The. goal as drfiu{id b; the Indian Fiscal Commiaaioi}, bQ(b in the Majority and 
Minority I^eporta, (para 64 Majority Report and paras 4 to 6 Minority Report) ig laoking in 
oleamev and preoisiots. ° 
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That other countries are even now and, have been fo^ sometime past, 
engaged in a poliqy of internecine commercial warfare by an intense nJ- 
tionalism manifested in tljeir econoihic policy is not quite reason enough 
for us to perpetual® the vicious circle. t • 

•There is, however, one •xception which, 1 think, may fairly be made. 
Whenever merely firodaicingeqougli to supply the local demand would leave 
a very considerable demand of the outsi<le world unsatisfied, an^ whenever 
the outside world has no alternative source of supply, it would be legitimate 
as well as obligatory upon thi^ country ao to push forward anj •develop its 
capacity as not merely to meet Iwr own needs but also the yorirl demand. 
Hy this, I meag^that all those products which are absolute or practical mono¬ 
polies of this coflntry; should be developed to the e xtent, when noi only the 
whole of the local demand would bw met by the local manufacture, but also 
the foreign'demand. * In other words, if, at prescnt,tlndia does not engage 
into active commercial rivalry in regard to such products, owing cither 
because she does not manufacture them at all to their hnished stage, or 
mSnufactures only a part *of the raw material, the (lolicy of constant 
state-aid to industrial developments, that I have in view, would require 
that the whole of the raw material be manufactured in this country. The 
risk^if any, of injuring the vested interests of other people is negligible: 
in any case one' which India must incur under any circumstances if she 
has the least industrial ambition at all. 

• 

• XCVII. TWO EXCRPTK)NS. 

To the goal thus formulated and the exceptions laid down, two limiting 
conditions may also be appended, with a view to make the measures, to be 
adopted, as effSetive as po^iibje. That active state-aid for the development 
of Indian industries should not, however, be perverted to bShefit the noh- 
Indian entrepreneur at the cost of the Indian consumer, it is necessary that 
the industrial development be accomplithcd, as far as possible, by indegen- 
ous capital. Attempts must, therefore, be made to attract from every likely 
corner capital which is known or suspected to be hoarded in this country 
or employed in non-productive enterprise. Credit a’nd banking facilities 
conducing to sound industrial linance would appear to be a prime necessity 
of industrial development. And where local capital is either insufficient 
or unwilling to be invested, the admission of foreign capital, though neces¬ 
sary, must be safeguarded against by measure* which would limit the 
rewards of such capital only to a stipulated .rate of interest, and no more. 
This condition is almost impossible to realise unless and until the principle 
of collective enterprise in all new and unfamiliar industrial ventures is 
accepted. In a previous chapter of this work, ^hc point ’ha| alrea'dy been 
discussed at some length; and the conclusion is repeated here to indicate its 
infportance. * _ 

* Jute, Bhelluo oilswad* are already admitted to bo *he absolute or practioal 
monopolies of India. I do not see why the monopoly abould remain only in regaad to raw 
material, .and why the firtished .products of the same should not take the plaoe oi raw 
materhU iil^tbe eipoit sobedule of India. 
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Besides the.limiting factor of local capital being preferentially required 
for industrial purposesi the other condition, also of a linjiting nature,—and 
one already discussed,—relates to the iteed of confining one nation’s indus¬ 
trial development within Ihnits that would not infringe? upon the similar 
and equal rights of other countries. International commerce, in my view, 
is not a representation on a larger scale of, the an,! maf instinct in man, 
whereby the stronger would prey up 9 n the weaker. Hence India cannot 
and must not be made to develop industries only with a view to fasten her 
grip upon, her less developed neighbour?, and,thereby to arrest or prevent an 
equal development of such people. We have already^ referred to the traffic 
in deleterious drugs and demoralising commodities, like that in slaves, as 
deserving to be restricted in the interests of internafional morality. We 
may here illustrate the same point by a< somewhat novel example. It is a 
sore point of imperial'politics in the British Empire, that the British Impe¬ 
rial citizenship'does not confer equal rights upon the different members of 
the Empire in the various component parts of the Empire. The Indian in 
South Africa is a pariah. It seems against, international morality, tmd 
even against imperialistic sentiment, that even such nominal unity, as 
equality of citizenship in all parts of the Empire, be not enforced. But the 
Self-governing Dominions of the British Empire, in all their restrictive legis¬ 
lation against Asiatic or Indian Immigration, have always put forwaM the 
plea that the relatively lower standard of life of the Indian worker will tend 
to undermine, if admitted ffeely, the comparatively higher standard of living, 
which has been built up by so much struggle and sacrifice in the individual 
colonies concerned. I am not concerned here with the political merits of 
this question.* I am not even concerned with ■ the truth or otherwise of 
the specific economic plea and its basis. Whether or not Canada, Africa 
and Australia arc politically or economi,''.al^ justified in their restrictive 
legislation re; immigration of Indian workers, the fact I wish to stress here, 
as an illustration of the necessary redraint that national industrialism 
must submit to, is that the export of cheap labour must be looked upon in 
a way analogous to -the traffic in slaves. In every country a primary obliga¬ 
tion must be recognised of each individilal citizen’s right to exist, and 
right to a minimum standard of human comfort. If the resources of each 
country are not equal to guaranteeing such a right, an international agreement 
will have to be developed for some sort of a redistribution of population. 
But for such international agreement to be both just and economic, it is 
’ necessary that emigration from one part to another cannot be left merely 
to ad hoc impulsive and individual vagaries. No emigration will succeed, 
and be human in its inception and execution, without an intelligent inter¬ 
national concert directing and superintending It. “Before, however, a plea 


* Emigration, >9 "a eolation of the population problem,, hae'^been diaoneaed od aaMam 
einoe tba da;a of Malthue. But no one hai ^ bren able to find in it anything more than a 
merely temporary relief. For India, op. Tit Ptjnhtum Prohlm m Mm by P. K. 
Wittol, where the effecta of internal at well at foreign enugratioa have been diacr'wtd. 
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can be made for international action by way of a solution of the population 
of many old and opngested countries, honest effort must be made by eact 
country to find employment and guarantee existence to every citizen, male 
and female, on a detent minimum standard Of comfort. Hardly any country 
in the world has yet adopted the policy of national minimum, or recognised 
the elementary hutfian jight of^giiaranteed existence. But that makes the 
obligation upon a country, newly intent to create modem industrialism, 
doubly emphatic that every possible avenue of domestic employment for 
the country’s own population shoulci be first tried .and exhausted.* An idle 
rich class may be a nuisance; but a compulsorily pauper class is*a national 
crime. Intens^ye protectionism, therefore, in a country like India, finds its 
strongest support in ^the necessity to obtain employment in industry for 
that large surplus of population yvhiph agriculture is unable to support. No 
one can yet say that the possibility of modern indiystry absorbing surplus 
population has yet been explored in this country. And 'wfiile that chance 
remains open, it will not bf amiss for Indi;i to regard the problem of 
internal emigration as reajly one more argument for a policy of intensive 
development of her own industry. Such an outlook will not preclude us 
from an effective rejoinder to those members of the British Empire who 
would restrict Indian immigration into their Dominions. But the retalia¬ 
tion, which we may then adopt, must be considered more in the light of a 
political expedient, asserting the equality of Imperial citizenship, rather than 
an economic justification for what threatens to te a gfave problem. * 

XCVIII. the'NATURE OF PROTECTION. 

Premising then that- psotectlon be givefi to indigenous industry, 
whefever needed, in order to obtain the goal formulated above, we must next 
require of a scientific system of protectionism that it should entail the least 
possible sacrifice upon classes not ^,mmediately concerned as producers. The 
supposed antagonism between producers and consumers is, indeed, to a large 
extent imaginary, particularly in a country like India^ where an idle.rich 
class of mere consumers, like the drones in a bee-liive, practically does not 

• 

* I att) not at al) certain that this ■would inpaii any cirtHjtive nolution for the very rapid 
increase in population which the la^it five oensu>i in India have diicIoNed. In Buropo, the view 
seems to Itavc now l>ocome fashionable tliat the popul ition of ea h age Im sulficient for the 
retourcei of that age; but a detailed study of Indian ‘jonditidlis docN not stcem to justify suoh 
optimism in this (x>uutry, whatever its justifi'iation ttnay be under KA‘ 0 |)ean or Amerioau 
cooditioas. As far as 1 can tee the possibilities oi indu'^try in India to-day, it is not likelf 
to absorb more than 15 % additional of the population, which would still leave .’lomethiag 
like 60 % id; least dependent upon agriculture Thnt may not seepi to be an exoemive 
proportion until we remeitkjer the frightfully dismembe c^ condition of ^ncultural land in 
India, wbph^makes cultivation m»bt uoeconomio and unprodi^tive. If ever a {K}licy of 
National Minimum comet to be adopted in India, and the in-ititutioo of equal inheritance it 
maiut^old, the proportiont of (V)pu1atioa supported by agriculture and industry would have 
to be reduced to 40 % end 60 % retpectively. And even then further increase in population 
would be left unprovided. Everything ^con^dered,*! think, we are rapidly approaching, if 
we have ^ already passed Jbe pojpfc, whJb organised effort be made to restrict tne growth 
p{ popuhlion in this country. ' 
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exist. And the cjivergence of interest under a protectionist regime between 
agriculture and industry is also, largely discountable, in so/ar as the promo¬ 
tion of local industries would, if anything, intensify the demand for agricul¬ 
tural produce whether as fopd-sthffs or as raw materials.*f But in so far as 
protection necessarily entails a sacrifice, the scU^ntific protectionist, as well 
as the practical statesman, will do well so toformulajjtfhii measure so as to 
minimise itj advance the ascertained or»probable loss. Thus, before trying 
heavy import duties, for example, an experiment may be made with special 
aid to sele(jt6d indilstries in the sh<ipe ^of subsidy., or bounty, just for the 
^ development of,these individual industries. cAnd even w|ien tariff rh'anipula- 
tions of the customs schedules remain the only means of aiding domestic 
industry, the graduation of duty m,ust be so carried out aa to confine the 
burden within the lowest possible limit. .Discrimination between necessary 
and luxurious gopd^ may be made in the tariff .schedule; but the importance 
of such a discrimination would be more for purposes of revenue than for 
purely protectionist purposes. And, above ajl, protection, when given, 
to be scientific, must be regarded and treated a.s a temporary measure, xo 
be abandoned the moment its utility is served. 

XCIX. THE SCOPE OF PROTECTIONIST DUTY. 

Finally, in cases when the only form of granting protection to indigen¬ 
ous industry is to bo found ip tariff manipulations, the j;xtcnt to which such 
duties may be charged must be sought in the comparative difference in cost 
of production between the domestic goods and their imported rivals. The 
amount of protection can ooly be determined by .what measures the dis¬ 
advantage of bcal industries in comparison'to foreign ones. Scientific 
protection in practice, therefore, must neccssart'ly investigate into the condi¬ 
tion of production at homo as well aj abroad in all those cases where it is 
decided to grant protection. It may be that initially the difference in com¬ 
petitive cost of production has not been well enough determined; it may be 
that the actual percentage of benefit coBceded does not neutralise the real 
disadvantage under which the domestic iiufuslri ’s labour. In such a (jase 
the extent of protection will havi; to be increased gr.idually, til! it becomes 
effective and obviates foreign competition. .\t the same time, any tendency, 
restricting the freedom of intern d competition, must be guarded against, 
and provided fi'r'so long as the principle of private enterprise is upheld. 


* liolh Beotion'i ot the t’isi'sl Oommissioii seen, to have raitieally misunderstood the 
eoonomio situation in India. The Mnjority liavo expressly adoirtei,'^ this antagonism between 
the different (dasses of the Indian people nnd formulated tjieir recorameudation largely, if not 
wholly, under the strain of the sunposed antngouisra. The Minority liave tacitly aooepted this 
difficulty, only consoling themselves with the remark; “We can, therefore, noh^ently 
leave the interests of tbh eon8u;ner8 in the hands of tho non^)ff1uiaI members of the 
Indian legislature, who are represeut*tive8 of large, and varied iutercuts.” ( Minority Report, 
page 178, para 6.) 
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C. LOCAL, IMPERIAL, AND INTERNATIONAL CONSIDERATIONS 
, IN INDIAN TARIPF-J^AKINO. • 

So long as th^ object in view is the vieveyjjjment of a given industry, 
an4 the means to achieve it, is, on investigation, found to lie only in a 
manipulation of the tariff, no other consideration but the success of the 
industry must be suffered to idtluenci; the jiolicy of India ; and therefore, 
no other measure but the actual difference in the competitive cost of pro¬ 
duction between India atid her principal foreign rivals can b(j fecognised. 
This dotJs not ‘necessarily mean that we ignore or sacrifice* atl Imperial 
considerations at the altar of Indian industrialism. Sane‘nationalism is 
not a Moloch,**Jjut rather a sort of a geni attending upon All.adin’s lamp. 
It does not so much'require s.acrifices, as seems to be an.vious to render 
services. In carrying out those services, local, im^ierial, as well as inter¬ 
national considerations will all be given their due share. *,'\pd subject to the 
consideration that in all instances India's interests must be regarded as 
paramount, and that the formulated goal of development must not lie en¬ 
dangered, the modifying circum.stances liave all been reviewed and given 
their due already in these pages. In deference to the demands of inter¬ 
national morality, we have'conceded the advisability of restricting or prohi- 
bitiffg certain branches of trade; and, by implication, in the corresponding 
industries. The demands of British Imperialism are not easy to reconcile, 
and less easy to reconise, perhaps with the most modtst demands of Indian 
nationalism. But in so far as the Empire as an*organisation persists, in so 
far as India of her own free choice elects to remain a member of that 
organisation; with, of coyrse, an equal voice in the determination of the 
Imperial policy as a whole, it^nay be conceded th.at the Indi^^^p fiscal system 
woifld provide for contingencH;s, when the Imperial interests would auto¬ 
matically be givcii precedence over the immediately Indian intere.sts.* And, 
as regards local interests, we have,alre^dy e.xamincd the validity of the con¬ 
tention relating to supposed hostility of interests between producers and 
consumers, between agriculture and industry. To a laj-ge extent, this anta- 


* This obviously ri;IntCH to wni* fiui'-, im-Muief*, wlBToiuj if tbf li, iLinli Empire a 
jwlitloal orgftiiiHation IftHtH, i.'(rcot nmy have to !»<• givon to rc-tri' t.vc trade regulation by 
India in Imperial iuLereabi. In normal tiini'H, httwever, 1 (‘aiuiot- for f he moiiunb, think of aoy 
H|)eeific inatanoe iu wliieh the Indian hfwfal Hyefein t ould introdueo imperial preference coosis- 
teotiy with Indian pr. tection. In view of tljo chararj^er an'PdirfvLion ofrf.he present trade of 
India, aualyoed iu the preceding ehaptem of thy* work, the ino:i9 clear assertion of 
Indian protectionism will Imv-e to he made agaiuK^ liritain and the Ikitisli llomioions. If, 
therefore, preference is at all to he given, if only a to a needless and injurious seabi' 
ment, it can only take the form of a dis'-rimination against non-iiribyjh customers of'India, 
over and above a eomnjoD.'Uie of minimum protection evicted and inain^ited as the indis* 
peosable level of protection to lodjan industries. Su< li a in my opinion, would bo 

more injurious to India tliaii heueh'.'ial to the Empire. I'or, while warning off the cimtomort 
of*lndia by this special discrimination, it will still refuh^, — and tnusb refuse — to allow 
iinperflil sentiment unf^^rmining effect against Indiun pro^perit^. The sentiment of the 
late Mr. Gokhale, therefore, against imperial jpreforeace in general, though pronounced some 
13 years ago, still remains, in my judgment, as sound as it then was. We would much mth^ 
l>e free-tr^ers than preferential tm^KtialiBbs. 
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gonism is hypothetic; but in so far as it is real 4 nd unavoidable, provision 
maj^, and can, be made, to reconcile the conflicting interests by the restric¬ 
tion of protective duties to only a given’jjeriod with a regressive effect in 
the event of the industry developing; by attempting devifces of special en¬ 
couragement to specific industries of admitted ^possibilities besides tariff 
manipulations; by encouraging novel principle^ of orga/iisirfg and developing 
industries in. contradistinction to the principle of private enterprise and per¬ 
sonal gain, so as to distribute as extensively as possible the net benefit from 
the developiparM: of such industries. Altogether, thenj-'we may ponclude, that 
^ though there m^y be some impediments and some conflict of interests in 
the path 'of scientific protectionism in India, it would not ,)3e difficult to 
remove those impediments and reconcile those interests,'If only we are 
honestly determined, and really want to reorganise our fiscal policy with a 
view to developing pew and old industries in this country, < 



Chapter. XlV. 

A TENTATfVE SCHEME OF PROf ECTIVE CUSTOMS 

• DUTIES FOR INDIA. 

• • 

To give precision to the arguments in the previous chapter of this 
section, I have herewitlj appended^ in the form of a draft bill, what I consi¬ 
der to be the fnost suitable tariff legislation for India. Its |enfiral purpose 
is contained in the Preamble, while the actual duties chargeable are to be 
found in the 9 J;hedule annexed, subject to such variation as may be required 
under the terms of the Act. The spccitic charges arc, of course, guess 
work, until the proposed Tariff Board supplies more exact information as to 
the difference in competitive costs. * 

PRKAMBIjB. Wborhaii it is found nt'oessury to liuild up niudero in¬ 
dustries in India on a %cale commensurate with the resourees and the 
market available in this country: and 

Whereas it is nut possible to develop now industries, and to extend the 
•industries already established, to the full capacity of the local resources 
and the local market in face of the strong competition of the foreign goods 
now imported in this country; and , 

• * 

Whereas, in the absenca-of adequately developed industries, not only are 
the Indian people deprived of that variety in employment which is the best 
insurance against the pommonest scourge of Indian economic life, viz., a 
• periodic shortage of crop:i; bnt'also suffer frofii a steady insidious drain of 
, the raw-materiS and food-stuffs, and evolve an economic^ organisation in 
which they have helplessly tosnbmit to a double drain in the shape of the 
loss of industrial power and the profits of the foreign manufacturer of the 
goods they hare to import in tlys country, and all that host of middlemen 
who are engaged in bringing the goods to, and disposing of them to 
the final consumer in India; and , 

• 

. Whereas the industrial backwardness of India is politically even more 
injurious than it is economically costly in as much as she is prevented, in 
moments of real stress and strain, from running to the rescue of the Bri¬ 
tish Empire or supplying her own immediate nesds in the matter of neces¬ 
saries of life and industries, and the munitions of war; 

It is hereby enacted as follows; , ' * 

I . This Act ^hall be called the Indian Customs Pulies Con¬ 

solidation Act, and shall come info effect from the 1st 
of April 1924. 

II. Unless otherwise mentioned in the body of this* Act, or 

unless it is iddbnsistent with the terms of this Act, all 
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previous legislation defining, imposing or regulating 
customs duties by sea or land upon the gdbds and materiq;! 
imported ipto ora2X[X)rted from India shall be repealed. 

III. This Act shall apply to the whole of British India and 

the States in India in glliancb with 'the British Govern¬ 
ment of India, notwithstanding any provision in the 
^' several treaties withothenparticulap States that may seem 
to be inconsistent with the terms of.this Act. 

IV. ' For purposes of Customs Duties rcgulatio'n the whole of 

the continent of India "shhll be regarded as a single 
country; and, Insides the duties imposed by or in accor¬ 
dance with this Act to be collected at the frontiers of 
India with foreign [rowers or qountries, there shall be 
no other Customs Duties within the country itself as bet¬ 
ween its different provinces, or, between the provinces 
and the Indian Native States. 

V. Customs Duties shall be charged at the rate,or scale 

mentioned against each of the articles enumerated speci¬ 
fically in the Schedule to this .Vet, and subject to the 
provision of. the next following four sections. 

VI. Articles of raw materials, imported into this country for 

purposes of being further worked up to a stage suitable 
for immediate use, shall be entitled to a refund, from 
any ta.\', provided it is proved to the satisfaction of the 
Tariff Board that an article claimed to be raw-material 
of industry is really intended for being, and is in fact, 
further worked up in this country, and provided the 
Tariff Board grants a certificate for the purpose. For 
purposes of this Act parts of a motor vehicle or a ship to 
be built up in India shall be regarded as raw-material, 
including engines, and machinery of all sorts. 

VII. Customs Duties shall be charged in accordance with the 
provisions of this Act in the first instance on all articles 
imported into India;. but articles imported into this 
country for purposes of re-export o.ily shall be refunded 
on re-export all the duties charged theroDri. To facili* 
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tate and exiiedite the grant of such refunds on bomfidt 
re-ejtix>rts, all such goods ^hall be stored in bonded 
warehouses established at every [Xirt or frontier station 
for (he [)ur|)ose by the apptt>| 5 riate authority. Any 
portjpn of th<f goods thus stored or deposited in bonded 
warehoules, if hot re_;;e.xported, shall not be entitled to 
the refund hereby authorised. 

VHl. All articles of 1 ny)ofts not specifically eiiunierated in ■ 

the Schedule referred to in section V of this Act nor 
%.• ... . ' 
coverejl by the provisions, of any other section or sec¬ 
tions of this Act; shall be liable on import to a revenue 
iluty of 10 [ler cent, ad valorem. ' ' 

IX. All articles of t.xport, unless otherwise treated of in the 

Schedule aforesaid, shall be free from any customs duty, 
provided that in regard to articles of food like wheat, 
rice, pulses, sugar etc. when the prices in India exceed 
by' 50 ix;r cent, the average ol' the last five years, the 
Tariff Board shall consider their ca*ic, and submit pro- 
[wsals lor an c.xport duty on dtese articles or any of 
them with a view to conserve resources for local benefit. 
Such an e.\.port duty shall in no.case exceed 20 per cent, 
of the price in’lndia of the articles taxed fit the time of 
the proposal; ar.d’shall in no case remain in effect longer 
than a year, but may be re-im[)osed by the Legislature 
for another such [jeriod. 

X. The Customs Duties, sanctioned in the Schedule hereto 

annexeil, are, in the case of all articles calculated to 
compete with corresjxmding articles of Indian make or 
origin, etiual to the full difl'erenge between the compe¬ 
titive costs of production‘.in representative establish; 
ments in this country and in the strong^est of its foreign 
rivals, as considered and recommended by the Tariff 
Board. ' 

In the case of all other articles, which, though capable of 
being produced in^thig country, are not yet prodi^ced in 
this country, and which are nevertheless of such impor* 
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taiye for national security or development as to be a 
veritable source <of danger if this country depends for 
their supply upop foreign non-Indian sources, it shall be 
incumbent ilipon the Government of India, by itself^ or 
by any of the provincial governments .considered to be 
eminently suitable foe.the task, forthwith to undertake 
the industries required for the production of these articles. 

XII. Iq the event of the Govennment of^lndia, or ahy of the 
Provincial governments, not being ablf; to undertake 
' any of the industries referred to in ihe 'next preceding 
section for financial or ana'iogous reasons of overriding 
national imi)ortance, the (iovernnient of India shall 
take immediate steps to subsidise [)rivat(; enterprise for 
the purpose; the subsidy to take: the form recommended 
by the Tariff Board and ap[>roved of by the Legislature; 
and to be given in return for definite rights of control 
and supervision by the Ciovernnient of India. 

XI 11 . The subsidi.es referred to in the next preceding section, by 
whatever name described, shall, in so faras they involve 
a linancial charge upon the Government of India, be a 
first charge tupon the Customs Revenue of the Govern- 
‘ment of India; but shall not be limited only by the 

available surplus of the said customs revenues. 

% 

XIV. The subsidies, or bounties, aforesaid, or any other species 
of dire,ct financial aid from the public exchequer, to any 
privately owned industry, shall Ije allowed only to those 
concerns, the proprietors and directors of which are 
Indians to the extent of at least | of their number, and 
the chief controlling and managing authori^r of which 
is'entirely Indian. 

XV. No private industrial enterprise, whether by individual 
entrepreneurs, partnership firms,' or limited liability 
joint-stock concerns, concerned with the e.xploitation 
of the mineral resources of India, gr the production of 
any material necessjiry for the national security of this 
country, shall be ix.rmitted' unless its capital, to the 
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extent at least of f of the authorised and subscribed 
ambunt, is in Indian hands, ^nd its directors and maiia- 
gers^are entirely Indian, ptDvidej| that this st;ction shall 
not affect apy capital raised*by way of debentures by 

Indian concerns outside India. 

• • 

XVI. Besides the industries covered by the oixjration of 
^ jjections XIV;ukI XV'pf this Act, any ojhej' industry 
benefiting from the i)rotectionist regime, hereby esta- 
'Hished shall lx‘ deprived p;irtly or wholly of the mea¬ 
sures t)f protection aifortted to it under the ‘provisions 
of this Act, upon the recommendation of the Tariff 
Board, by means of a counter-vailing 'excise duty upon 
its products, jf the promoters or proprietors, directors or 
managers of the industry, make, in the conduct and 
management of the industry, any undue and unfair dis¬ 
crimination against Indian interests or their Indian 
employe's ; or if the head office or controlling centre of 
the enterprise is outside India, whether or not the con¬ 
cern is<registered under the Injjian faw ; or if the capital 
for the enterprise is found to the extent of more than 

one-half from non-Indian sources and remains in non- 

* 

Indian handsf exce’pt in so far 5 s a part of the capital 
may have been, raised by mortgage u[)on debenture 
security. , 

XVII. Notwithstanding Anything that may lx; contained in 
the Indian Companies Act or any other law for, the 
time being in force in British India for the organisation 
of business concerns in this country, no partnership or 
joint-stock company with a lirpited liability shall be 
allowed to trade in this country unle.ss it is registered 
in this country ; and no suph registratidi shall be [ler- 
mitted unless the fornlalities enjoined by the Indian 
laws on the subject arc fulfilled, and upless a certificate 
from the Tariff Board is produced before rfie registering 
authority to the effect that all !he provisions of the 
presept Act are fulfilled, and thaUhe^organisation would 
in no way offend agpinst arty of the provisions or pbjects 
of this Act. • • 
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XVIII. No part or share in the capital of a partnership or joint- 
stock company With a limited liability registered in this 
country sljall be transferable to* a nop-Indian, except 
on a written permission to th^t effect being obtained 
from the Tariff Board. No ^such pernfission shall ordi- 
, nirily be granted in the case of industries covered by 
, sections XIV and XV of the prescint Act; and no such 
•' permission shall be* griinted' in 'any other case if the 
proposed transfer would in any way violate the provi¬ 
sions of this Act. ' 

*. • t 

;XIX. In order to facilitate the'carrying into effect of the 
provisions of this Act, a Tariff Board shall be esta¬ 
blished consisting of a President, and two members, who 
shall, in all respects of appointment, removal, pay, pen¬ 
sions and prestige, be placed on the same footing as the 
Chief Justice and Puisne Judge of a High Court of 
Judicature. 

XX. It shall be the duty of the Tariff Board 

( 

(a) To ln»3stigate into the comnfiercial possibilities or 
national importance o'f a given industry seeking or 
alleged to need protection; _ 

. (b) To determine, after full exaniination of all the interests 
concerned, whether or r.ot any protection need at all 
be granted, and, if so, in what precise form, to what 
extent, and for what length of period; 

(c) To make recommendations to the Legislature for grant- 

''ing, withdrawing,'altenng, or amending protection to 
any industry or any enterprise; 

(d) To superintend the movement of foreign capital in 

India with a view to ensure proper enforcement of 
■ the provisions of this Act in this regard, and to grant 
certificates wherever required under the provisions 
of this Act; 

'(e) To grant certificates, wherever required under the pro¬ 
visions of this Act, in all cases in which a refund .of 
the duty charged in the ficst instance is permisfiible, 
provided that before so doing the Board shall satisfy 
itself of the provisions of this Act in all pspects 
having been satisfied, 
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(0 To investigate the relations between the rates of dujy 
• on raw-materials, or^rtly finished products, and 
finished products; to make recommendations for adjust- 
* ments in these rates; and* to suggest solutions for 
^ confttets of interest between different industries; 

• • 

(g) To inquire into allegations that dumping is taking place 

to the detriment of any Indian industry, qr that any 
> Indian industry i‘»Ix:ing injured by comjidtition, result¬ 
ing from the depreciated exchange af any. foreign 
**• country, or from export bounties, and to make recom- 
, mcndations for any action necessary; <• 

(h) To report on what commodities reveaue export duties 

can safely be levied and at what rates; 

• 

(i) To corffeider the effects of ad valorem and specific duties 

and tariff valuations on various articles, and to make 
recommendations for any changes that may 1x5 
... desirable; 

(j) To report on proposals for preferential agreement with 
‘any of the British Domiifions or Colonies; 

, (k) To cqnsiderto.which articles preferential rates of import 

duty in favour of the United Kingdom might be 
extended, fnd what the preferential rates should be; 

■I, 

( 1 ) To investigate questions in connection with the treat¬ 
ment of Indian products by foreign countries and the 
advisability of taking any retaliatory action in special 
cases; 

(m) To investigate any complaints regarding combina- 
nations of manufactures to the detriment of the Indian 
consumer and to make ‘recommendations for any 
necessary action; • * , 



• , 

(o) To watch the effect of protective duties or other mea- 
^ suros of assistance on industries; to review periodically 
the results of fuch protection 6n each industry, and 
to mqjte recommendations when necessary for the 
roodjfication or withdrawal of protection; 
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(p) And generally to advise u^on all those matters which 
relate to'the industrial and commefeial development 
of the country, as well as tp the economic well-being 
oftho people under the provision^of this Act, which 
may be referred to it fdr advice by the Legisla'tive 

Assembly. _ r r 

<: 

I 

XXL All proceeding.s of^ tht; Tariff fioard shall ordinarily 
be public as in a Court of-Law, provided that informa¬ 
tion, which, in the opinion of the Board, relates to trade 
secrets; may not be published, and may be placed before 
the Board in camera. 

XXIL The President and members-of the Tariff Board shall 
be appointed by the Governor-Cieneral in Council, sub¬ 
ject to approval by the I.egislative Assembly, from 
amongst notable Indians with judicial as well as indus¬ 
trial experience and good training in theoretical econo¬ 
mics. The purpose of this section shall be deemed to 
be satisfied»if one of the members, preferably the 
President, is a gentleman with judicial experience, 
another with commercial insight, and the third having 
good training in the science of economics. 

‘I 

XXI 11 . All the members of tlje Tariff Board shall be subject 
to the Government .Service Regulations, with special 
referenv;e to the receipt of bribes or indirect gratification 
as an induc/iment in the discharge of their duties. 
Particularly, no one of the three members of the Tariff 
Board shall be allowed to hold, without a full previous 
disclosure of the fact to his colleagues and to the 
Legislative Assembly, any share, right, title, interest 
in, or connection or influence with, any industrial or 
commercial concern operating in -this country, and 
benefiting generally, or specifically, under the provi¬ 
sions of tBiS Act, in his ow,n name or in that of 
any member of his own family, for himself, or as trustee 
or guardian on behalf of otl\er& ^ Any such folding, 



XXIV. 


XXV. 


XXVI. 


XXVII. 
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connection or influence, arising from the holding, and 
undisclosed, shall be deemed to be a disqualification fftr 
the jxist, unless on disclosure the Legislative Assembly 
specially overlooks and condones* it. .Any dealings on or 
thrcjugh the .Stock ILvchange or otherwise in the 
securitidk of afiy such ooncern after apjxiintnient on the 
Board shall lx; a distjualification alsolute and jx;rix;tual 
for a post.on tjie T;jriff,Hoard. , 

^rdinarily the Larill Board shall not act e.'tcept‘at the * 
instance ol the Legislative .Assembly. But is cases of 
emergency, aiftl ‘ particularly when the Legislative 
.Assembly is not in session, the’Go;?ertior-General in 
Council may^ refer a case to the Tariff Board, on a 
sufficient pr^tna jack ca.se having been presented to the 
above-named authority for incjuiry. The interests con¬ 
cerned and fjinnaiiding [irotection shall ordinarily sub- 
mh a petition to the Legislative .Assembly, through the 
President of that body, with a prima facie case for 

inquiry in the matter. • 

* • 

Notwith.standing anything contained in this Act, a 
.rebate of to [ler cejit. of the ejuties ch.irgeable on the 
imported articles will bt; allowed to the importer, if the 
goods have been’brought to India in ships owned by 
Indians to the e.xt(;nt at least of 75 [ler cent, of the 
total capital in the shipping concern owning the ves- 
-sels, and registereci in India; and a. further rebate of 
another lo per cent, of the^ total duties chargeable 
under this Act will lx; allowed if the ship that carried 
the goods has been built in India. 

• ^ 

The provisions of the gext preceding section shall 
apply to the articles of dxport from India, mutatis mu- 
landisy whenever articles of e.xport arc made Jiable to 
customs duti^is under the provisions of thts Act. 

I'lo g^ods of Indian origin shaft lx; conveyed from port 
to [K)rt in Indian,waters in the Indian continent, except 
in vesseW owned liy an Indian shipping concern with at 
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least I of its capital being in Indian hands. The provi¬ 
sions of article XXV of this Act shall apply in this case 
only in connection with'^ships built in India. 

XXVIll. Wherever the customs duty provided for in this Act is 
given in the terms of a [x:rcentage( iipon the values of 
■ the- goods or articles taxed, the value to be the basis 
for charging the duty shall be an average of the three 
years’ prices at the principiil ports of India for the arti¬ 
cles in question, provided that in cases of fjjgl hardship 
caused-by such adventitious circuinstarices as violent 
fluctuations in exchange, proved to the satisfaction of 
the Tariff Board, a special concession may he granted 
by way of refund by a resolution of the Legislative 
Assembly, specially passed in that behalf. 

XXIX. Subject to the all-important proviso that the amount of 
[)rotection designed for and accorded to the Indian 
industries under this Act shall be regarded as an irredu¬ 
cible minimum while it lasts, the (iovernor-General in 
Council shall be free to negotiate with foreign states as 
well as British Dominions for special trade relations, 
and give effect to any treaties signed as'the result of 
such negotiations, by means of special resolutions of 
the (iovernor-General in Council with the approval 
and concurrence of tKe Djgislative Assembly. 

XXX. No concessions shall be* granted to the imports from 
any part of the world, whether included in the Britfsh 
Empire or not, which will have the effect of frustrating 
the objects of this Act or defeating any of its provisions. 

■ XXXI. A special surcharge, not exceeding 50 i^er cent, ad 
valorem, may be levied by a s[>ecial resolution of the 
.Governor-General in Council passed in that behalf at 
the instance and with the concurrence of the Legisla¬ 
tive Assembly, upon all goods imported from any parts 
of the world where Indians are treated with invidious 
discrimination, and debarred,, from all or any of the 



normal rights enjoyed in common by all [orcigners resi- 
denf in a country. 

XXXII. Not\^ithstanding anything cftntaintfcl in the next 
prec(iiling seclion, any other measure of sirecific retalia¬ 
tion, thaf may I’e^deemed advisable and resolved upon, 
may he adopteil by the tiovernor-t'jeneml in Council 
against any paU. ot the British Cmpire, in di¬ 

rect contravention of the spirit of the luitjaire, denies 
Indians the rights ol equal and common Im[x.-rial 
citizenship. 

ft 

XXXlll. hor the gradual reorganisation of the basis of indus¬ 
trial and conpnercial enterprise in India from a profit 
hunting priv;i(e iiroprietorship to an equalising co-ojjera- 
tive or collectivist undertaking, a special remission of 
50 i>er cent -shall be granted from any duty which a 
co-operative productive society, or collectivist produc¬ 
tive enterprise may be liable to under the provisions of 
this Act, • 

XXXIV. With a view to minimise the burden of the Protective 
regime upon t^e consumers, ir shall Ise s^recially incum¬ 
bent upon the, Tariff Board to watch the course of 
prices ol the protected articles, and in any case where 
the price ol a protf'ctcd article seems to it to be in 
exce.ss ol what it should he, it shall recommend to the 
Legislative Assembly any mcasureS of price control 
that it may deem necessary. • 

XXXV. 1 he scale of duties prescribed in the schedule annexed 
hereto shall be in operation until a revision is recom¬ 
mended by the Tarilf Po’ard; and in no case shall a* 
protective duty remain in force for a [x;riod longer than 
ten years, unless reimposed Ijy the Legislature in the 
meanwhile. * • 

* L 

XX^VI. The Cbtton Excise ^Dutigs shaM be and are hereby 
repealed. * • * * 


42 



XXXVIii^; ^ubjcct to the provisions of this Act, no Excise duty 
‘ i onany Indian‘produce or nlanufacture shall be levied, 

provided that the Exfise now, levied on intoxicating 
liquors, and drugs shall not be affected by this section. 

fi 

XXXVIII. Notwithstanding anything cont;uned in the next pre¬ 
ceding section, the tobacco, grown or manufactured in 
India, may Ije liablg to, a tax, provided always that this 
tax is made a monopoly price, and j,hat, in consequence, 
tobacco cultivation, manufacture and is made into 
^ an ateolute public monopoly. r 

XXXIX. NotwiChstanding anything in the next preceding 
.section, and anything contained in the schedule here¬ 
unto anne.xcd, the duty on foreign imported tobacco, 
whether raw or manufactured, shall, in no case, be 
framed so low as to be below the sale price of the 
article [)roduced by the public monopoly. 

XL. In thepvent of the manufacture and sale of intoxicating 
liquors beihg made a public monopoly at any time 
hereafter, the stune treatment shall be applied to the 
foreign imported liquorfi, wines and potable spirits as 
is provided for in the case ot foreign im[X)rted tobacco 
in. the next preceding secdon, provided that nothing in 
the section contained shall prejudice the decision, if 
and when it is taken, in favour of a jx)licy of complete 
prohibition of any deleterious or morally objectionable 
traffic, or traffic which has been agreed to be restricted 
by international conventions to which India is a party. 
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the Indian Auxiliary Fon'e or the lodiaoj 
Territorial Force or a Gazetted Police OEBcerj 
or (it) certified by the commandant of tbej 
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European, all colours 
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other kiods, iooludiog galvanised, tinned or leadj n 35 0 10 per cent. 

Awted, and panel pins and tailed 
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BnuMi, Oat or ia rolls, sod sbeethio^ 

less than I lb. per^uare foot ••• 
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Lead, all aorta (except shefta for tea cheats and pig)... . Ad valorem, 

Qatcksilrer ... ... ... ... lb. 2 4 

1^, block ... ... ... ... ... ... Cwt. 125 0 

„ - foil, and other sort ... ... ... ... ....... Ad valorem. 

'Zkao or spelter, tiles, sUba or plates, bard or soft ... Owt. 25 0 
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Gbtfti (tncludiog Hoo^kong but ezcludiog cautoos) 
Hooanas, all kinds, and Patkas 
^hantoogi, all kinds, and Putkas 
Corded, all kinds except voochow ... 
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PART IV. • 

TRANSPORT- 

c 

c 

Chaptoi; XV. • 

< * 

TRANSPORT IN RELATION TO INDUSTRY 

AND COMMERCE.' 

• ^ 

Cl. EVOLUTION OF THE IDEA OP TRANSPORT. 

* * * ' c ^ 

* t 

Human records ar^ too insufficient to tell us definitely when,«ie idea of 
transporting goods and services first came into being. Movement seems to 
be instinctive in all animals; and the associatioi\‘ of movement with the idea 
of progress seems to be subcousciouslyn if not deliberatejy, accepted by the 
human race as an invariable concomittance from the dimmest recesses of 
our antiquities. There is not a record of civilisation, but exhibits a tendency 
to move, to expand in space and embrace in kind. The Kaiser' ambition 
to secure “a place in the sun" for the German race was a 'super-chrcraatic 
expression of a most primitive human instinct. The nomad African seems 
to be a more direct andbstor of the modern globe-trott,er than the monkey 
is believed to be of man. The will to discover is rooted in the instinct 
of curiosity. It clrives a child to poach on a honeycombe in the garden, and a 
Columbus to find the Americas, or a Livingstone to wander up to the source 
of the Nile. Bat while the very consthution of man makes him a wanderer; 
and so transportation, simply, in the sense oV Movement, must be regarded to 
be co-terminous with mankind; it is not equally self-evident to say that the 
informed purpose and definite aim, which«we now associate with means of 
transport and the aims of transportation considered economically, are of an 
equal antiquity. In all probability the earliest transportation was under¬ 
taken fer mere curiosity; but the desire to cbnquer must have followed ha^d 
on its heels. That unavoidal)ly breeds the border raider; and he, in his turn, 
evolves the military conqqeror and the unwelcomed colonist. Besides, in 
the earliest days it must have been easier to transport man than to move 
material over any‘considerable distances. The thirst for adventure might 
‘ tfe conceded to be more powerffirtlvan the steam engine — only if we consi¬ 
der the motive force as affecting individual man who would scale the hilk 
and swim.the .seas just for the,mere fun of the adventure. But to take 
goods along with him would be an entirely different proposition. Even 
if it does not compel him to make the roads, and bridge the rivers and d<wi 
the tides, it would certainly require him to build k boat or tame the' b^rae, 
or at leatt to fashion' a knapsa(;k. Economic transportation, viewed as 
commerce between distant peoples, is certamlyta very ancient achievemoat, 
which nevertheless remains a great modem phenom^on. Ba]| it certainly 
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most have been an after-thooght, a side issue, *or an accident in tly: earliest 
movements of maifkind. ' 

CII. THE RELATIVE ANXIQUITI^ OF THE MEANS OF TRANSPORT. 

■Amongst the means of transport, again, the relative antiquity 
of each is a maUer of very ccMsiderable interest. The airway may 
be admitted to be only ah antiquity the,making for future generations of 
mankind. BJl between the road-way and the water-way the relafive anti¬ 
quity is by no means so easy to determine. * The progress of civilisation 
seems to have always followed thp wr.tetst)f the principal rivers — the Nile, 
the Rhine, th^ Ranges or the Yangtsc. The later developments of. steam 
or electricity may be quite accurately dated and assigned; but . they affecj 
only the motive power; nor the means of transport. The river Ivis, among 
every civilised peopla, been invested with attributes of divinity, probably 
because it was the earliest recognised means to brinj|, if itot to produce, 
wealth and sustenance. Tho question of cost may have liad something to 
do with the early preference *for water-ways over land routes. For, while 
the former was readymade,* the latter would have had to be specially 
prepared. ' 

“Tlii'ouglionl commercial history it is safe to say that, taken as a whole, 
water transport has lieon cheaper than land transport. Nor is the reason 
far to seek. Not only has the land load to he constructed,—and this frequ¬ 
ently entails great laliouV and ex])cn8e,—tint it has to ho kejit in a state of 
repair. An uutendej road sooner or later relapses info an impassable condi' 
tion. X X X xThe water-road of lake, river? or sen. wilji the natural 
moditientions worked tiy time, changes hut little during *lio history of a 
nation. On the whole, it may be said that the natural road enjoys a 
. permanency* quite foreign 4o any human attenqits at road -making on land. 
Xhe modern example of this fact can be illustrated by studying the capital 
outlay required for a railv^&y foom)»any and a steaiuship company of the 
present time. The largest .ailway company of the nnited Kingdom is 
saddled with a capital of upwards.of £ 200,000,000 sterling; hut there is 
not a single British steamship co tipany whose capital even approximated 
to ,e 10,000,000. And the total value of the mercantile marine of the 
United Kingdom, which comjirises,no less than 18,250,000 tons of shipising, 
is only about 0150,000,000. Yet tins shipping carries on somewhere about 
• one-half of the ocean transport business of tljo whole world, x x x wrx x 
The modern world has to secure large quantities of capital to secure 
a modern lain! road. The ancient world had to put forth great etforts to 
construct even a suitable track for the transport.‘of weighty commodities. 
The amount of capita! snnk in ancient ,road» was jiiobaldy never either 
considered, estimated or even approximately totalled uj),' t 

• “ When the primitive trader had a few goods to transjort a few miles, he might, 
or might not, have the choice of routes. If, however, he lived on the Jianks of a river, or 
kke or by the sea, he enjoyed the advantage of the oboii*,’' //irtory ind Kremomitt of '/Van- 
nport by Kirkaldy and Evans. But*be choice would really be remarkable^f we aosumc tint 
Ihe^rst human setticmeute were inland. As, however, history sHbwe the chief movements of 
mankind lo have followed the couiee of great rivers, I think, thechoioeeven if it offend iteelf 
would^ have been availA c* by the first trader, is the‘writers, already quoted, them¬ 
selves show later on, the coraele certainly must bayo preceded the cart; and in the same 
measure the river must have come b^foy^he road. * 

t Rirkaldy and Evans op. eit, pp. 8-4' 



^ Thq land-transport, ind^, was not quite neglected. It may even have 
been developed relatively more fully in the earlier timesthan the ready to 
hand water-transport in spite of the relatively cheaper character of the 
latter; not only because af^he Inherent danger^ of th^ latter, which could 
not quite be overcome until the discovery of,the compass, * and the Char¬ 
ting of the unseen bed of the river or the, ocean, but also because of the 
more insistent and consistent demand /or the improved land route for 
political reasons. We may say the road was a response'^to the soldier 
rather thSp to the merchant. The cost and care in planning, making and 
maintaining p. well, built permanent rolld of the Roman type in'^ Europe or 
the Mauryan type in India would alone be prohibitive to the,goods carriage 
available in those.days, were it only the trader and the •industrialist who 
wanted suth roads. Rome built’roads because she was an Imperialist; and 
all her compeers in t|ie imperialistic ideas imitated her elsewhere. The 
military roads inay have, indeed, afterwards served the need of commerce 
even more in proportion; but that was not thfeir intention. And even to¬ 
day,, bar the somewhat exceptional conditions of the United Kingdom and 
the United States, t the principal land routes, worked by the railroads 
of the world, ;ire at least as much the creations of military requirements as 
of mercantile demands. And the military requirements must be the more 
important as the motive spring in road-building at any time in human 
history, since: . 


“11 18 estimated tliat'on a good wagon read a single horse power will 

“"a railway about 

.lU,UtKl at tlio same ratej in watei- as much as llW.OOO lbs.” X 


Both roa'd and water transports woii)d,, of course, require accessories 
for the conveyance of bulky or weighty commodities; and the cost of "these 
must be added to the cost of construction, maintenance and replacement 
of the original road-bed. But, stage for^stage, if we take them, the accesso¬ 
ries needed in water^communication would be found to be easier or cheaper 
to fashion or produce than the corresponding requirements in road-trans- 

- SA__ _ . _ ____' _ 


\Vu h«ve already noticed in tho iiitroHuotion the validity of the claim of HiuDalus 
to have fwcovrred the monsoon in the Indian seas. Here is another eiample of the eer^oua 
vani.y of half-baked KuropeaS writers in claiming all scientiBc disooveriee to be exolmdvely 
Earoi>enn monoiiohee. The Mariner’s compass is commonly regarded in Eurapo to have bem 
diacoveicd by somd-ltalian in the .Ml dentiiry. Hut it was known to the Ohineee and the 
, indiim ogee before. Op. Chisholmes Jfhndjml: o/Voinmrrial p. 49 ‘'Xhis instru¬ 

ment he sayis "there can be no doubt, was known to the Ohiuesi at a much earlier date than 
to KuropoanN. 

tla Britoin the insular position and settled kingdom gav-e a guarantee against miU- 
tary approheosions. So the railroad followed the traoli of oomraetce and ministered to the 
centres of industry. In America the rail road followed hard upon the heels of the pioneer 
and so evolved its own alignment without reference to existing commeroial or postible mili¬ 
tary needs. Hut iu every other fSouiitry, including our own, the raflroad dlignmeot h*- never 
been allowed to ignore military requir<ipieiito.„ That is some reason why railroads are not 
quite ‘produutive as they might be. ^ 

t Oliibholme: Handbooi iff CommereM Gtograyij/, Introduction XXXIV. 



port Finally—and ttfis consideration m€§t hate been well understood in 
the primitive economy of nomad tribes, though we shall takd some ’time to^ 
appreciate it after our airways have fylly developed on a commercial scale 
—^e area taken up by the road, would be so mi^h (Ruction from the 
cultivable soil for the support ,of population; wflile the area covered by 
water being in no caee available fot cultivation, its use for purposes of 
transport was no loss to the, resohrcgs»of tfee community. 


cm. REAL NATURE OF SERVICE PERFORMED BY TRANSPORT 
• ' ‘ ’ JFAQILITIES. * 

With this brief review of the origin of transport, we may next proceei^ 
to discuss the question? whence arises the present-day importanoe^of trans¬ 
port facilitijs? What is the servide a*ctually rendered by means of trans¬ 
port? Many writers on economics consider transport facihtigs as an essen¬ 
tial element of the economic grbenomcnon of Exchange which they regard 
as a branch of production. * 

• I * ' * 

“Analogoos in effect to this second class of ngi icultui id imiodvemonts 
are improved moans of communication, (iood roads arc c,| jivulont to 
good tools. It is of no consequence whether the economy of laliour takes 
pla'e in extracting the produce from the soil, or in conveying it to the 
place where it is to be consumed. Not to say in addition, tliat tlio Inliour 
of cultivation itself is diminislied by whatever lessens tlie cost of l.ringing 
manure from a distance, or facilitates the many oj^erations of transport 
from place to place which oopur within the lioifnds of the fa^-m. Railways 
and canals are virtually a diminution of the cost of productwn of all things 
sent to market by them; and literally so of all those, the ap|ilian es and 
, aids, for prJduoing which Uioy servo to transmij. Ry their means land could 
Ije cultivated, which could not otherMse have romuneratod tlm cnltivatois 
without a rise of price. lu/privemcnts lu navigatiou have, with re.spect to 
food or materials lirought from heyoud sea, a corresponding odect."* 

• 

Means of transport may be adnrtttfd without any difficulty to be an 
important aid in production; but if they arc identified wRh ancnlti of pro'^uc- 
tion, the process would imply a most’serious confusion of thinking. I r.ui.s- 
pdft facilities do not produce, even in the sense tjrat the passivity o^-land 
or natural forces m.ay be said to produce.! They simply mobilise produc¬ 
tion, and so distribute it as to employ the agents of.productioii to the ^est 
advantage. The best developed means of transpetrt would not add an ounce 

* J. 3. Mill I'rinniivi 0 /I’olilicnl Economy^ ch XII 8 3 p. 1S4 •Ashley « edition of, 

1980. 

t An analogoas popular minappreheasion. homttimeii iniorpornted into »nentiliii 
works, and often confusing 4J)e reasoning of many an eiipnent writer, relatps to.orrdit, its 
nature and functions. Almost every jrriter of note has declared : credit doe.ssnot create cn|,ilali 
and yet popular diequisitioas, which affect the measures of statenmen more often t.isn they 
sboald, rSfeard credit facilities as producing capital. Credit only mobilises capital, it cannot 
poesiuy multiply ft; thoifgh, by an adequate consideratio* of industrial and cooiinorcial 
rt^y, the mobilisation of oapital so as to ^ring the largestiamount of it to bear upon the 
pofnt of the greatest need often seemss li)<e multiplying the amount of cspitq) slock lu 
exfitwous , 
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to the total volume of production, if the original prganiWition of production 
omits to make the agents of' production function to 'their maximum 
efficiency. The British Government in Jndia, for example, were, in their 
earlier years at least, ve*y^ much impressed with the ^problem of famine; 
and in all honesty and earnestness believed^that problem to be soluble 
simply by developing means of communications. Railways were supposed 
to core the inadequacy or failure o£ raii^fsiy and sp they were pushed irres¬ 
pective of'the cost, and irrespective of the need, to prevent starvation. 
With 2 o,o 6(} miles of railroad constructed at ffverjsh haste and ruinous cost 
in less than 3^ years, Lord Curzon^ Gtfvemment found the'counfty in the 
throes of the greatest famine within historical memftry. It „>ijas clear the 
railroad could not be an insurance against a failure* of raiinfall, let alone 
a substitute>for it. The problem‘remair^ed a pr6bleih of human life. It 
was, and is, a mistake merely to afford a temporary relief by degrading doles; 
and think it wa^a permanent solution of the question of starvation, of the 
evil of a steadily deteriorating standard of life, the problem of suitably 
organised production. It would not avail to bring food to the famished pfeo- 
ple, if you have not left them the wherewithal tb buy it. A policy of loans 
at interest * to purchase the means of life only intensifies the misery, and 
perpetuates the economic slavery. By completmg the vicious circle, we 
cannot expect to get out of it; we are much more likely to l)e more and 
more involved in it. 

* .. 

But if transport facilities do not produce, they certainly help to make 
production better distributed. We shall see in the next section of this 
chapter what exact service is rendered by transpo'rt to industry and to com¬ 
merce. But here we may note that even before ('if ever) the population of 
the world is so redistributed as to make the particular ethnic characteristics 
of each people correspond to the peculiar physical properties of each region 
of the earth they respectively inhabit, ,the properly organised means of 
transport would enable the hardier peoples of the colder regions to lay 
out their labour much more economically on material which they them- 
selve^do not produce, but which they have the energy, aptitude or accessory 
to work up. England, for instance, has not sufficient iron ore in native state 
to keep her steel furnaces going, though she has the coal and the mecha- 
nisrrt to make every description of steel work. Without proper, efficient and 
economical means of trans^rt, -the British steel industry Wbuld perish. 

' The distribution bf the productive forces, and of the producing resources of 
the world is determined much too much by historical accidents to permit 
the generalis.ation'that the more efficient organisation of production is 
entirely a question of transport. But even grafting fhe force of inherited 

* I h« evil of the Tftk«vi loon is not so much that it is granted so rarely, hot rather 
that it is granted so commercialfy. With the known demands, of the Indian land reienae 
system, and the unknown havoc of the u(iurere,ithe public loans granted on statutory inter¬ 
est, to bo<exai ted with the dead mechanical regula-ity of,the Ooreroment, would ba only an 
ad^tional hardship. ' - , < 
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prejudice, or instinctive immobility of^be Agents of productioy, it ma^ 
nevertheless be rftcognised that improved fransport facilities go a great 
way in breaking down such barriers) and redistributing production on more 
profitable lines. * ^nd in thus.reorganising' pro(luctive»forces and resources 
of ftiankind, efficient transpost facilities would promote their own cause. 
For, Mill has laid down, in the j^s’sage already quoted, that improved trans¬ 
port is equivalent to improved tooktif production which result in a reduc¬ 
tion in the cost of production; though elsewhere the same logical writer 
has considered the cost of casriage to be the one eftective reasoq 'why seve¬ 
ral countfies simultaneously predueft th^ same commodity, instead of being 
content witheither to import or export it, as a perfect division of laliour and 
organisation of'produotion would suggest, t It may lie questioned, indead, 
if imfiroved transport* really redi^ces the cost of production; or, at least, 
whether the producer looks upon the charges of transport as a deduction 
from his expenses of production. The economy of improved transport lies 
in promoting a larger scale’of productive operations, which, by securing a 
wfder market, are a^le to realise gaiq^ in proportion to which the jictual 
charges of transport, thougfi an addition to the expenses of production, 
will be insignificant, as the net residue remaining would lx; much greater. 


civ' real nature of service performed by transport 

FACILITIES fiOR INDUSTRY AND COMMERCE. 


Hitherto, we ha've spoken of the aid o> transport tp industry and 
commerce as though it was the same thing. Yet it is intwnsically differ¬ 
ent in either c»se. In thS case of industry, transport facilities are like 
auxiliaries to the battle units of the army and the'navy. T he fighting strength 
of the army and the navy depinch as much on tlie strength and eejuipment 
of each unit actually sent out into the war zone, as on the organisation and 
morale of the auxiliaries like medipal and nursing corps, commissariat and 
colliers, troop-trains and transports'and reserves. They do not actually 
fight the battles; but they keep up the strength of, the l:ghti rs and so 
help to assure victory. Transport facilities help to provide indust^ w'th 
its raw-material without which no industry would lie conceivable, and also 
the market for the finished goods. In the days before the modern develop¬ 
ments in the domain of transport, such a phcnonlLnon, as the textile mdiis- 
try in Manchester getting all its raw-material frbm the United States, and 
sending all its finished goods to Egypt, 'Jndia and the hat East, would l^p . 
impossible. The rail-roads, the steamers and the motor lorries help these 
industries, and many others like them, to be established, developed and mam- 
tained thousands of miles avyay alike from the sources of the raw-material 


• ' Cp. BasUble Tkear) of Intermtioml Tndt P. 38-33. 

t “Cost of cwruiA bM me effect mote. But for it Uery .mminodity would (if trade 
be eSppoeed free) be eitbet^ularly impqfted or regularly A 

■mke for itwlf which it did Bob pake alw%r other countriee. J. 8. op. Oit 

PkUlcl»18|3. . ' * • 
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and the market for the finished* goo5s. But for .the facilities of transport 
and the diminution of its cost and risk, modern industry would be almost 
inconceivable. But, at the same time, it nught to be noted that the industry' 
as such may exist in a pfape, with only its cdmmerctal success being 
improved or guaranteed by transport facilities, t/iough, of course, a long con¬ 
tinuance of such an industry without the ‘ajlvantages, of ‘modern means of 
transport would be impossible. » • « , , ' 

In commerce on the other hand, the place of transport is essentially 
different. VV.hile industry requires transport, as.an auxiliary, commerce 
would be simply impossible without*'modern transport_,facilities. Transport, 
in a word, makes commerce. It is the very life-blood, of exchange 
and, therefore, of commerce. We have already noticed* in a previous 
section of thl's work that all trade consist? in exchanging commodities. 
This exchange, facilitated by division of labour, which, in its turnl; is both 
a cause and consequence of modern industry, cannot possibly take place 
without transport facilities. Thus, ultimately,,’both industry and com¬ 
merce, are linked up by means of transport, and the thrge together make up 
an economic trinity which fairly challenges comparison with a theological 
one. It is three in one and one in three. The distinction attempted to be 
drawn above may, therefore, appear to some as a needless refingment. 
But its importance is, to me, emphasised by the fact that according as we 
consider transport primarily as an aid to industry, or as an expect of com¬ 
merce would, the organisation of these means of transport and their treatment 
differ. In Gernviny, for exanfple, before the war, for the purposes of inter¬ 
nal commerce aY least, an attempt was made to divide traffic between the 
rail-roads and the canals mostly according to the bulk of the traffic to be 
carried. The -bulkier, heavier and 'less valuable traffic, like coal, for 
instance, from Rhineland to Saxony, would bfe apportioned to the canal; while 
the richer traffic would be diverted to the railway, by a skillful adjust¬ 
ment of the freight charge so as to fit ?heip for the volume and the value of 
the traffic carried. The needs of cornmerce were supposed to be amply 
served by such an adjftstment. If any ‘>ther considerations were allowed 
to affect the distribution of inland traffic between the railways aaid the rivers 
or canals they were rather financial than economic. * When, however, we 

• See, however, Tht of Mo<tern deimini/ by W. H Dawsod pp. 216 et ieq. 

He ooQuidere the problem of the oaiiaI has beeo eoinpUcated by the present desire to levy 
duties not merely f^j* purposes bf a assiutADoe to a State, but a deliber/ite eoooomio 

advantage intended to* be granted by Von liii low’s agreement with the agrarian 

pXrty. In its report on the Canal Bill, the Canal Committee of the Rieschtag observed **the 
Urge streams are prejudicial to home agriculture, since they serve as eotnince-doors for for* 
eigo products, with the {fesult that our protective policy is checkmated.*’ And the leader of 
tbe agrariant deolUre^ of tbesb duties. declare qiute apenly that I hope that the 

import of corn will be checked by the duties; and by the diSferentiation of Tariff a means will 
be found out making it possibto for us, coru-growers, to oomp^e on the Rhine.*’ Mr. Dawson, 
however, opines ''nevertheless it^ is at least possible that rgriculture would be thi 6rst to 
lose by the imposition of river dubie.s. For no River Shipping ^Company will carry <Mi ite 
trade at a loss, and the firet** result of dutUs woidd be an increase of freights. But it U not 
inooDoeivabfh that home agricultural produce woold’’pro>'e leas able to bear higher freights 
than foreign” Op. oit. page 2g0, ^ * 
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review the arrangement injthe same cdffntry is regards the relaticyi of trana* 
port to industry* and its contact with commerce, particularly foreign 
commerce, we find a notable diSerence. Whenever an article of raw* 
material for German industry has to be im-portgd*frona abroad, or whenever 
German manufactures are tc^ be exported, traffic rates have been deliberately 
so framed as to assist German iudistry by granting specially cheap rates. * 
In either case the effect is.simflaj-> the development of German industry and 
German commerce. But if by industry we mean production in general, and 
by commerce we mean ej(chj.ngo of commodities, this seeminj^Smilarity of 
consequtSice would conceal a marksd diti'erenco in priiyeiple.^ Without the 
specially pre/si^ntial rate on transport facilities, the particular industries 
may not have developed in Germany quite to the same extent; but it* is 
possible to argue that th5 absence,of sucH transport facilities weuld not have 
destroyed or even diminished the total productive capacity of Germany; 
at most the productive capacity may have been difSrfently organised. 
On the other hand, commerce would havi: been impossible in the absence 
of the transport facilities, which, therefore, mean a difference not mejely in 
degree but also in kind as rtir as a commercial development is concerned. 

CV. ARE TRANSPORT CHARGES A TAX ON INDUSTRY 
, & EXCHANGE ? 

We have already quotpd J. 6. Mill as saying 

“railways and oanals are vii-liially a iliiiiimilion’ef tliii eesl of prodiie- 
tiion of all tilings sent to market by tlioin," • 

At first bVish the obs’ervation seems to be paradoxical. The farmer, no 
less than the manufacturer, regards tHe charge of transixirt ait addition 
to,'rather than a diminution df, ftis cost of production. The increase in these 
rates, whenever it is made for purposes other than the strict economics of 
transport itself, would, no doubt, a;)pe^l as an addition, a needless tax upon 
productive effort which provides its dwii nemesis t—rather than a diminu¬ 
tion as Mill argues. The diminution, however, will appear only in s*o far 
^transport facilities increase the scale of production, and thereb^jreducc 
the expenses of production so that the cost |ierfinit produced liecomes very 
much lower to the entrepreneur; and the addition on this lower cost of the 
freight charges still makes the total cost lesn than'it would have becif had 

• * • 

' Sec appendix IV of Kirkaldy and Kvan" Miaor:/ nifl /JeoMiitt uj TrnnujMrt page • 
:tl6 The following sentence prefacing a detail^ tiihlo of mtea in IJermany is quite signid 
cant. “It will be seen tliat the local rates are 2011,. higher per kilometre than the preferen¬ 
tial rates to the North 3eaJ*otts.’‘ , . , 

t The surcharge on Indiai^ railways or in the I’ort dues may Ife instanced as eloar 
examples of the consolidated transport dues definitely acting ts a tax, and as such making 
anaddition to the cost of production. The widespread deinainl in England itself, voiced by 
DO lata an authority than«ir,Erie ileddes. President of thi^Fcdcration of British Industries, 
for areduction in the railway rates of Britafp,—which werctaised nd Aoe on the outbreak of 
the war and still continue to be from^fi to 76 p«r cent, above pro war level, -»is another 
iostnnceeof the kind. ^ * * • 



37^ 

prodnctiop been carried on in 'the old inefficient way. Hence, if transport 
charges are not to act as a tax up)on production two conditions will have to 
be fulfilled. Development of transpoft must improve the organisation, 
as well as the scale of production; and, on the dther hand, actual charges 
made for the transport service must be framed strictly with reference* to 
the economics of the transport undertatciog, itself ^and*the ability of the 
commodity transported to bear ithe * oharge. tThe’ former ^ will reduce 
what might be called the first cost, of production; the latter will result in 
a charge sb,framed as that its addition will still ieave the ^otal cost of the 
commodity ufeder ^he previous c'ost, fiad ‘production not impfoved and 
transport facilities remained more clumsy. Altogether tBenj there is no 
a friori case for a categoric admission of transport facilities as definitely 
reduring tho cost of production. ‘ The i;edyction may come;—but only on 
conditions named above. And lest these conditions are fulfilled,, the trans¬ 
port charges would very probably appear in the light of an additional tax in 
the eyes of the producer. ,1 

« 

The case would be somewhat different with regard to ma'^e commerce. 
As already noticed, transport is the life-bloo(l of commerce; transport 
actually makes commerce. Anything, therefore, that hinders transport 
facilities or increases their cost will necessarily appear, to "the commercial 
interest, as distinctive from the productive ' interest, in the light of a hard¬ 
ship or a tax. Mill’s sweeping observation applies only to production, and 
at that to agricultural produStion by preference. For, in the passage quoted, 
he is primarily considering the effect of good roads leading to better 
markets upon the test farmed land. To exchan,ge or commerce his obser-. 
vation has no seference. This, however, does not mean that transport dues 
should be utterly abolished in the interest o! commerce; though we may say 
this with Mr. G. D. H. Cole * that the real intention of all these public 
utilities services would only be accomplished if charges made for service 
rendered are abolished. There is logic as well as economics in his reasoning 
that iV any bus-fare hinders any section of the population from making use 
of the aprvice, the object of the service would, to that extent, be defeated. 
But even if this may be held* up as an ideal for public service utilities, we 
must admit it to be impossible under the present organisation, when these 
services themselves are conducted as or by profit making corporations. The 
object of servicesns obscured by the incident of profit. And so commerce 

I’- r " 


* The future of (iovtrnmetU by (». D. H. Cole ch. XXI. Mr. Cole thloke prima* 
rily of free services only in the case oC education and public bealtii and not the traoeport 
aervioos here coofi^ered. Cnder a socialistic eyt<teni it could always be desirable that, 
oertahi eerv'tcee, of which the Aio»t im{K)rtaot are thoi^e of education and public health, sboold 
be MUppUed free of charge, hecautie it ib iiecersary, in the iotereaU^ of the whole community, 
bo nwximiae the individual cousuiuption and use of the resourcu placed by them ^ thddis* 
poaal of eooiety*’. Page But even regards the other services, like those of transport 
Mr. Cole seums to accept the ideal of the charges fai«idg. greater than the coat price of the 
same, at least under the existing organisation of unequal diltribuHon. ^ 
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necessarily suflers from a manipulationtrtnsport dues which, however 
well conceived they may be in the inlerest of the'transport tnuf- 
prise itself, may quite arguably appear as a hindrance to a free exchange. 
And the only instance of ttfls peculiarity or phenpmenot^ is that of the shipp- 
ing’freights and the fight centering round the rebate system. As, however, 
we have elaborated*this more fully*m the chapters that follow, the point 
may be left here without further ^eussion. 



ChaDter X«V1. 

"the"INDIAN railways/ 

* 

CVI. ECONOMICS OP RAlljlbAD, TftANSPORT. 

* f 

As aheady remarked in the previous chapte^ railways had best beer 
looked upon j|is important aids or<acil(ities,to modern large' scale industry 
and aithe very life-blood of modern commerce, both*local international 
5or 4 variety of rej-sons,—historical accidents all of^hem,-t,-they have com( 
to be regarded and worked on lines entirely inconsistent with their rea! 
place in the schenys of a people's public economy. When they v«ere started 
in England, they were* looked upon as a new species of roads, which, being 
constructed, anybody could use them, on payn^ent of a given charge, as 
he would use any other highway, i. e., with his own vehicle, his own haul¬ 
ing power, his own terminals &c. * But evtn so, the roadbed and its 
necessary equipment cost sufficiently large to demand a special remunera¬ 
tion, And when the peculiar character of the i*ailroad transportation was 
fully realised; when the need for standardisation of equipment Slid the 
monopoly of service was understood, the cpnsolidated charge for the use of 
the road-bed, the loaq of the haulage power, the provision of the vehicle, 
the service of the stations, sheds, sidings, warehousing, collecting and 
delivery, insure nee and safe-keeping, came to be evolved and constructed on 
a basis which had a most distant effipity, if at all, with the primary idea ol 
the place of transport facilities as an.aid to intlustry The railways cante 
to be considered as an industry—or at least ran enterprise—by themsfilves, 
whose only measure of success was to be found in their ability to earn a 
profit for their entrepreneur. Whetker railways rendered the service they 
were meant to in the domain of the community’s industry and commerce 
became entirely a secondary question, jf it ever was considered at all, at 
least in those communities where the pjople collectively had parted with 
the n§nt to conduct and. regulate these national arteries, t And ev^ 
where governments retained the ownership and managed the railways as a 
public concern, their object more often than not has been rather the mili- 

* ** The origibal idea of a railway waa that it would be a apeoialiat aort of road aloag 
< , which tradore woul<l be allowed to bav'o tfieir own vehiclea, as they had done in the case of 
the existing canals on payment of a toll x x x x x. The companies were originally intended 
to be merely the owners of the road-bed and all other equipment for working whiob was 
thought nsocssary In {hose days, ” ,Kirknldy and Evans. Op. ^t. p. lOS. 

tit is worth remarking that while the roads, whether construoted by the Omears or the 
Maghals or Napoleon, were-ull state ooneerns and public property, the railways were aIi]gott 
from theit ori^n considered to be best operated by private entrepreneurs. Prussia is an 
honourable exception which only points more fully the moral the rule. The slight'gowers 
of control &o. reserved -by Coe legislature n(e hardly equal to an elfsotire manipulation of 
these means of transport to attain a definite oatipnal goaland in practice they do not 
amount to anything at all. • " „ ' 
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tary secority or superiority pf the comntfJhity than its industrial efficiency 
and commercial progress by a careful maniptllation of the riilroad* chargei 
Profitability in an ordinary balance jheet may, indeed, serve as an excellent 
barometer for the success of the,enterprise^; hut if it*is n^^e the sole test of 
the adequacy or suitability of the work performed, the idea of the service 
expected firom these^eans would btJ lost sight of altogether. And military 
considerations, however* g^rraafte na(;onal security, are alien to the 
index of servifce really rendered by a railroad to a people's indhstry and 
commerce. For, it may be purely an accident that the Frano-German 
frontier runs tWlrough a region, which -has become one of* fhe greatest 
cCTtres of mod^ industry; and so the railways on eitheribank of the ,Rhine 
are an immense service^ There is nothing to prevent a frontier as.suc]j 
from being as barren as our own North-Western border regioiy and yet 
demanding, for military reasons, faifroad construction of {he most expensive 
kind. * * 

> Considerations other thin those simply of service to the industry and 
commerce have thus •dominoed this‘form of* transport almost front its 
very origin. And so in the framing of its charges ideals have been held in 
view which still further detLct the enterprise from its right and natural 
aim. Jteilway charges are made to cover the cost of the enterprise and 
render a profit to’ the entrepreneur—whether private or public. In the 
latter instance, the measure'of deflection becomes, paradoxically enough, 
complete. For, the ’private entrepreneur, e^en while most intent on 
profit hunting from the enterpri^, is compelled, by the sheer ^read of losing 
his clientMe or giving rise to effective competition, to maintain the highest 
e.fficiency he pdssibly can. . There is fhus some* corelation betweecn the 
service rendered and the chargj njado. It is, as near as may be under the 
circumstances, a price under monopoly conditions, subject, however, to the 
dread of calling out effective compctitioi}. In the case of public enterprise, 
however, the rail-roads, with guarahtp,ed monopoly, arc cither conducted 
with culpable extravagance, t or equally objectionable penuriousness. If.the 
State has become dependent upon thd railway surplus for any considerable 
proportion of its revenues, it would refuse to introduce those news'kary 
reforms in the equipment and administration of the rail-road enterprise, 
which the progress in science may have evolved, asd which considerations , 
of safety or efficiency have demanded, but which reasons of^ revenue refuse 
to effect. Electrification of rail-roads is .an, instance in sibint, on a large ^ 

• ___ _ • 

• Among the «pe)ific ond positive evil", from this poiut of view, n»u«ed by nstionaliat 
or militury reMOM, «re break of gauges preventing the lest economy bring 
itWned in railway working! and railway alignment Urough regions ijpt quite smted to 
oommatoe. «. g. the old Moeoow-Phtersburg line, which is said ^o have been pUnned by 
the then T^ar drawing sritb a ruler a straight line on the map briween the two pointa. It 
waa tb%ahoiteat di^ance but the moat aoeooaomio. a 

As an lllnstmtion, see*the Keport of tjie lwii<%n Committee dealing with 

the Bailwogs and Poet Office. l*he statistic* relating^ ooal consumption are moe^ lllmni* 
qating. . 
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scale. The Prussian state railway# were once upon ^ time the wonder of 
tlie world'for the*comfort, efficrlency and economy of the service. But even 
before the war they had fallen into the background; owing to railway 
surplus being impossible t/) be dpvoted to railway, improvements for purely 
fiscal reasons. * State enterprise in railways, instead of helping to main¬ 
tain the ideal of all means of transport as subservient to, local industry and 
commerce, has quite unexpectedly and jiijfortunately. acted as a means of 
heavy, indirect, and unprofitable taxation. ’ Revenue considerations in regu¬ 
lating railroad operation may be unavoidable; and, within their limits, 
they may even be welcome, if only.as sfrviqg 'to 'conduct economically an 
enterprise vyhich bak such enormous possibility for Wtiste. But when reve¬ 
nue considerations influence and determine railroad policy .so' as to frame 
charges ths\t could have no possible relation to the service rendered,, they 
must be condemned as bad politics and woifje finance.t „ 

<. ' • 

The railway charges are thus drifting far away from the real object of. 
these new means of transport. Whether frameli just to cover the cost of 
operation, or to yield a surplus to the private op, public entrepreneur, they 
would in each case fail to meet the requirements solely to nr.inister to the 
industrial and commercial needs. . 

“There has always been, amongst the advocates of the extension S’ pub¬ 
lic ownership in the sphere of industries and services, a strong objection to 
the conduct of such services by public authorities on a revenue producing 
basis. Industries bud services couducted by public .authorities, it has been 
urged, ought to serve thrf'publio at cost price or less. It may be desirable 
to provide tsrtain services and even certain commodities for a charge 
whioh’is less than cost price; but only in very, exceptional oases can it, 
according to the accepted theory of the advooates of public enterprise, bft 
desirable to charge for a commodity more than'it actually costs to produce 
or, for a service, more than the actual oott <Jf rendering it.” t 

For every charge would act as a^o tanto deterrent to the aim intend¬ 
ed to be accomplished by the service •Except in cases, like the public 
monopoly of opium, where the price calculation is governed more by social 
and ethical than By purely economic considerations, the charges 
for a pv-blic services utility must never exceed the cost of rendering it Evan 
the remuneration of the cost actually incurred may be deterrent; but it may 
be ajcepted that under oqr existing defectiveo rganisation this is an un¬ 
avoidable evil. The utmost we can do is to eliminate the, element of 
profiteering from‘public services.' For that would be a needless tax. 

* “ Fiuaadally the reaulba (of Qerman railways) were desoribed as magoifioenli. The 
gross working profits had risen from 222,000,000 nuirks in 1883 to 648,000,000 in 1008, and 
after payment of ,maiotenanes and pryiervation expenses oat of revenue, a total of nearly 
3,000,000,000 markk out of the surploses had been placed at the'disposal of the State tor 
other purposes. ” Kirkaldy and Evans op. cit. p. 190. The total surplus since nationalisa¬ 
tion till 1908 was 12,000 million marks or M 600 million. „ ■ 

t As an illustration, we might mention the ad hoe rise in rai'way rates and fugs by 
26 per cent, in the Indiun Budget o 11623-23 merely to oos-er a part of that yeu’s d&eit. 
As traffic dually fell, the expectations ol increai^ r^enue were ssidly disappointed, 
t O. D. II Colo Tke Fuhm a/ AesnJ Oofsntdml p. '108. 
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This argument ntay be ^reinforced % tw« tnde|}endent considerations. 
Adjuncts or aids tP industry like means pf transport are not by themselvei 
directly productive of any utility. They only add to the exchange value of 
a commodity by helping the better to adjust demand and supply. Under 
. thetfircumstances, there cannot possibly be any*direct* corelation between 
the effort to producg the service and the utility derived from its consump¬ 
tion. In other words, the measflreyi^t, in concrete terms of prices, of the 
utility of the Service to the custorner of the railroad by its corelation to the 
cost incurred by the railway entrepreneur in rendering it, is almosV impossi¬ 
ble. * Tbf customer has\o (acg on Jhe <jne hand a more or kSs complete 
monopolist. He can, besides, only look upon the cost of trans’jjort to him, 
in relation to ttip ultimate price of his wares in the final marked ’ The rail¬ 
road authorities cannot, as we shall see more fully below, determine exactly 
the actual.cost for carrying any Spetific consignment. They have to figure 
out their cost after taking into account a vast numljcr of .items—both of 
.capital and revenue character; and the rough average obtained by this 
method might give a charg^for a particular service that may have absolu¬ 
tely no corelation tothe actpal utility to the consumer of that service. • The 
result is a perennial divergence of interests, not only between the railway 
authorities and their immediate public; but also Iretween railway man.age- 
> ment Jnd the aims of national economy. The former is evidenced by a 
constant series of disputes between the railroads and the consigners, the 
latter is not so obvious. Bftt when we find the railways, in their search for 
profit, suppressing cheaper alternative means of trans^rt, as the canals in 
England; when we find them Quoting rates for the inward and outward 
traffic, which, as in India, help, designedly or otherwise, the industry 
*f the country^ven while thty .seem^to be prpmoting its foreign trade; 
when we find them so arranging {he course of trade as to Extinguish all 
smaller centres of industry and trade in favour of a few mammoth sized 
towns, we cannot but note the unsatisfactory nature of the effort to corelate 
the charges with the service. • , 

evil. SOMR PECULIARITIES IN RAILROAD 15NTERPRISE. * 

* «» • * 

The origin of this dissatisfaction may, pcrlfaps, best be souglit in some 
peculiar characteristics of the railway enterprise. It must necessarily be 
on so vast a scale that, without some kind of a monopoly, it could prolil^bly 
never be operated successfully at all. But," being a practical monopoly, 
those responsible for its financial succes*^art: relatively indifferent to secur« • 

*A lormer Fiaanoe Minister of India, Sir John Strachey, tried to prove the utility of 
the railways by pointing toa.he diflerence in cost of traoi^rt liy carts and by S-ailwSys. Ueeidca 
the inherent wesknets of all concrete arguments like these iiesed on the theory of Marginal 
UMlity, it has the further weakness of inviting the retort that tde saving to the public would 
have much greater, if, instead of the costlier railroad the cheaper canal had been 
developed at perhaps a tenth of the capital spent on the iwlways. Does this justify the 
oODclusion that the Indian people have “ lost*’ all l^e money* thj( could have been saved 
bad Miore been navigation oanals t, * ' * 



ing all possible economics in tfie infernal operati 9 n of‘the enterprise, and 
sb are irajJelled t6 make charges that unavoicfebly contain an element of 
profiteering, * On the other hand, the, railroad construction involves a 
very considerable optlay, of csjjital, whicl\ mast be remunerated, if the 
undertaking is at all to succeed. And, in returp for this capital outlay, the 
assets obtained are so highly specialised for use only on a given purpose, 
that they are utterly useless for any, oth«r,pufpos^ *As Sir VVm. Acworth 
puts it:— * ’ ' 

( 

“If tfet railway that resultsifro^i all this expenditure'is not.nsefnl aa 
a railway,' it is tiseful for nothing else. It represeats she^r waste of capi¬ 
tal, li well sunk without finding water, a ship built and fitted tfuat will not 
«. (loot. Tift ombeekments and cuttings, the tunoels add viaducts, the 
bridges ;ind platforms, the culverts and ballast, ifre aM fixed to the spot for 
ever. If the railway is a failure, the'y dan neither serve any 9ther pur¬ 
pose where t\iey'are) nor be taken up and employed elsewhere." I 

But the whole of this highly specialised capital, containing perhaps,a 
very Qonsiderable element of. avoidable inflation, will demand a return 
from the service to be rendered. The capital must be spent, in the hope 
that business will result, whether or not in actual .fact business does follow. 
It is true a railroad, once constructed and equipped, would cost propQttion- 
ately little to work; or, at best, to maintain the assets' that represent 
capital outlay. But the ability of that entefprise-to earn a return for this 
capital depends on th<5 condition—for a railroad a. most difficult condi¬ 
tion—that the entire road, Stock and 'works 'be kept fully occupied. For 
climatic reason^ alone, such a condition is oftep impossible to meet, in 
regions liable to be snow-boqnd or exposed to floods. However 'economically. 
a line may lx: constructed, allowance must be made for the fact that the 
whole capital cannot always be fully occupied. The force of this point 
would be the clearer, if we consider those subsequent improvements, which 
must be made if traffic is to be increased; ebut which must necessarily lie 
idle for a long time until at least traffic has increased to the maximum 
capacity of the improvements. I There is an advantage for the railway in 

this'hardship. It is an enterprise, peculiarly amenable to what in economic. 
< 

* To give some idea of the imineii»e capital eumn iaveated in railway enterpriae in 
the priooipal rountries take the following tiguree of the cost per mile. 

The tl. K. £ 68,712 Netherlands £ 17,850 

Oermany,. „ 22,k21 - llenraark „ 10,884 

France <■ „ 28,611 , IT. 8. .4. „ 16,071 

‘ * Belgium „ 37,088 ‘ Canada „ 12,022 

Hiitory of Inlamt Trattsiiori by E. A. Pratt quoted in Kirkaldy and Evans. Op. oit. p. 142. 
The figures are relatively worthless, since in the same work the unit cost per mile it given 
at 4 21,000'(or £ SffiOO) for Great britain according to aaother'bompetent authority. Of 
oouna, a good deal of this ca;jital is sheer “ watering? Op. Acworth, Shmtnla of Saiimjt 
£((SwmiVs. p. 11 . ' 

I Op. oit p. 12. ,, ' < , , 

t The quadrupling thevQ. I. P Railwa| in India may 'be cited as an example gw, 
still more gpoerally, the electrification of 4 part of thq line) for suburbaa trafBo in greet 
oentree of population. " ' 
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theory is known as tfie law pf Increasiri|Ttetufns; i. e. as the traffic^increase^ 
the volume of eartiin^s will also increase, wliile the proportion of expensM 
will actually fall. But even if the ejtpenscs maintain the same proportion to 
the current expenditure under high, as under lo\^, «rafiie, the capital remain¬ 
ing stationary, would give a Readily larger return from the increased earn¬ 
ings. Whether ths extra return is'dissipated in increased dividend, or em¬ 
ployed in consolidating'th^ raifw,ay'S position with its customers hy guaran¬ 
teeing against an increase of charges, will of course depend upon the business 
foresight and acumen of ^ts .directors. * Finally, the speciajiled capital 
outlay only applies to the road, dt i* irrespective ^of trjfHc. But the 
provision of (OlKng stock on the railway need only be commensurate with 
the maximum of currant requirements,—the increase in traffic hieing met%s 
it talSes place by increased outlay qp the rblling stock &c. • 

• » 

CVIII. SOME CONSIDERATIONS IN RAILWaV RATE-MAKING. 

Railway charges, andl particularly those for the transport of goods, 
have to be evolved ^s a kiqd of resultant from the parallelogram of forces. 
Consideration^ of remuneration to the body starting and working the 
railroad have to be reconciled with considerations of utility to the customer. 
Without allowing our study to be distracted Vjy a consideration of that 
extreme abuse ofTailway facilities; which, in America, at least, has resulted 
in frequent complaints of one'-sided development and a discriminating 
attention, t it may be noted that the traffic-attractihg side of rate-making 
is at least as important as life profit-earning side. Amon^ the practical 
maxims of rate-making, epunciated by the best known English authority on 
the subject, ak :— • ^ , 

'■ I. Get traffic. The more traffic carried, the loss it costs to carry. 
Therefore, Brst and foremost, get traffic. 

II. Charge no rate so high nsAciytop the traffic from going; subject to 

III. That no rate shall 1)0 -.0 lo'V as not to cover the silditional cost-incurr¬ 
ed by the railway in dealing witft the tradlc to which the rate applies.”! 

^ • * 

* This argument is summarised from Acwortli, op. cit, lie draws, Iwwovep two praotloal 
conolusions from it; A (1| light railway had Ijest bo coustruotod by the main lines whiob it U 
going to feed. This is sound practical advice on the assumpttoii that the contsruotioif and 
Mtension of railroads is governed exclusively liy commensal considerations. It may not be 
so in fact. (2) Light railways ought to be free to'ohaige the rates %nd fares they find 
remunerative This is a bit confusing the issues,‘ajnch the advice woulu be sound only on thfl 
assumption that they are independent lines. If they are to be viewed as ancillaries to imdn 
lines, they moat be viewed only ns part of a larger venture: and their oiiargea would thus 
neceasarily folio* the genwal poliey of the main lino. , In the hope ol fully developing the 
postlMlitles of such andllaifoe, a iMin line would for a while aaorifice a part of its earnings 
from other traffic in order to keep the charges low enough t« build up business on its naw 
v&iburejt 

. t See inteoofio Ripley’s Aailroad PnhUtm. The milroad discrimination has been 
. ,mj} g the meet potent fadots tor the builijing up of tho Trust, nud all the abuse that form 
of bwjneaa organisation entails. , , * 

^Aoworth, Tfct Slesieats tf fkommet. ^ 71, 
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I But what is.the additional cost to the railway for the carriage of any 
specific consignment ? If considerations of cost are .to 'predominate, and 
each rate is framed at least to recover tke special extra cost of carrying a 
particular load, to a'natiAai'ly Iftaded train, t>here* will scarcely be any extra 
charge for carrying say S maunds more. And yet it must be charged for. 
The principle of charging at least enougfi to,cover the eittra cost could work 
in practic;^ only if and where it is pass4d‘to divide up the orgaijised business 
of carrying, as to give to each the fullest possible load, for the longest 
possible through journey. But where, as in India, the economic organisa¬ 
tion of the coinmutyty is such as to redder 'the spe(;tacle of lar^e, regular, 
through trainloads of single consignments next to impossible; where, there- 
fSre, a consfderable amount of the rolling stock wouW havd* to remain idle 
simply bec&use of the necessity of frequent Jialts, ‘ long waits, and nume- 
rous collections of‘petty consignments in order to make up an* economic 
trainload; and where, in consequence, a considerable outlay would have to be 
incurred by way of wages and stations, siding, sheds or warehouses to' 
accommodate the goods whilp waitingicollection, the charges, if framed' in 
reference to the recoupment of the expense incurred, would npt only involve 
a most invidious discrimination in favour of heayy, regular through consig¬ 
ners, but would also appear disastrously onerous to the relatively sma^ trader 
or producer. If all the railway expenditure, including the interest on capital 
invested, is to be recovered, has to be recovered,.proportionately, of course, 
from each rate charged, the rate would be so excessij/e that the consigner 
would have on>.his side mor^ than sentiment or justice in urging that a great 
deal of the ex^nditure must be incurred by the railway whether or not his 
particular consignment was carried. There ij a *good deal of reason in the 
question: why-charge me for what I don’t cost you? As Sir Wm.-Acworth 
himself says in another connection, but on th*e same topic: 

It is simpler to say at this poipt that such a basis is impossible, as no 
one knows or can know what the cost <)f carriage is. To begin with, the 
phrase itself is ambiguous. Cost of carriage of a particular item may mean 
‘the additional cost of carrying that item; this is normally so small as to 
be negligible." • 

•* **.<• 

At most, the second and the third of the maxims for rate-making is 
praptice may be regardeej as fixing the maximum and minimum limit of 
railway charges, subject tp the condition that the exact ascertainment 'of 
those limits is o^t of the question, and that even if ascertained in a rough 
•and ready way there would be found to be a very considerable difference 
between the two limits, within which, therefore, will necessarily remain a 
large field for discretion to .the rate-making authority that may make or 
mar the industry or cojamerce of a country. • 

Perhaps a better general principle foi guidance in rate-‘making 
would be found in th§ maxim that the rates collectively must be such'is to 
recoup eollectively from the entife traflfic.the total expenses of rendering the 

* Opk oit. p. 68. ' * . ' 
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service. This is. however, fven less p<<ftise than the former alternatives. 
The real problem ef rate-making ^lies in. distributing the total cliarge ol 
providing the service’on the individv(jil items that avail themselves of it Lea¬ 
ving aside the interplay of soci^, economic and politic^ forces involved in 
’each particular rate, and confining our attention only to an objective basis 
for such rates, the greatest practical difficulty in the way of finding such a 
basis lies in the fact thit-(pilway sates h^ve to be fixed in advance of the 
traffic, and tlie consequent impossibility in ascertaining the cost e'Jfen appro¬ 
ximately ? The cost wopld .vary very largely with traffic; arri the rate 
fixed in ad»ance‘may be onerous io tl^ consumer, or to the pro^cor, accord¬ 
ing as the traf&c*is larger or smaller than the anticipation at t}ie time of 
fixing the rates.* It would thus be more conducive to real eoonomy ami 
justieft if the fixing of VaiWay rates js coupled with a sort of sliding scale 
arrangement automatically varying the rate in accordartce with the real¬ 
ised volume of traffic;' or at least with a machinery TFor regular or frequent 
•revisions of rates that miglrt appear to be disproportionate to the volume 
oflraffic actually carried, subject, if^needbe, to predetermined maximum 
and minimum limits. * 

It is no short-cut to equity in rate-making to suggest uniform mileage 
' rates, ^ough railway rate-reformers have often required the principle. At 
first sight there i.s an alluring simplicity in the idea which naturally com¬ 
mends itself to the ardent reformer; and were the charges of rendering the 
service quite as slight.and as simple as those involved in a post office, per¬ 
haps the principle would not be quite impracticable. But tljp cost of cons¬ 
truction, equipment and operation per mile in the differenp sections of a 
large railway system is not af all the same; nor would rate-making on such 
a basis be quite in the intefests of tht'consumeri of the servjce if railway 
companies are not allowed to'spfead out and average the expenses in their 
hunt for an equitable rate in each case. The equal mileage rate principle 
would prove acceptable only if at ijll iffider these conditions- 

“Thftt snbject to a fixed minimftm roughly equivalent t.j the extra cost 
incurred in carrying a coneignment, the railway systems he split uy into 
zones or sections with more or less similar cost of construction and eqmp- 
• ment- and that witliiu each of such zones or section ^ual imlesge. rfttes 
may be charged, on the differen^ca^ories iff gwds differentiy^ T_ 

ii^arrangeroent irny, however, prove burdensome,in the case of trsffio subject to 

***"*^'*t Thie*w by way of a enmplimcnt to the argumeWs of Sir \Yra. Acworth (Op. ctb. 

„ 66 . 59 ) who do« not seen, to ino to l»ve nmde fny allowwico fog the possibility toe ^ 
wgeeted If the frequent complaints of unfair diaonmmation m rate-^mg agaiwt ^ 
«v, wHt all to be obr-iated, I see no alternative but some such objective b.^ as the above 
to uniform equitable treatment. Sir William himself later on seems, to support the pie., 

»dthq,m(^ it is w based, the fain* it is botR to the rmlway «.d to fte 

“e?”” Uve not even *oo»eid«rod the alternative offered the poetol analogy, ae, I think. 
It it eelf-evident that the po.t.1 «riog> OMumt bo wlmitteS in reilw.y rat<Hmaking far 
lilim elilril m vroll as praot^ reeloiit. , 

48 
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j Even,so the^e would be opiy a rough approximation in practice to 
equity in transport, especially if the'double and mutually inconsistent idea) 
of indemnity to the railway entrepreneuP'and utility to the railway customer 
are sought to be" realised cimifltaneously. •The' Railway companies—or 
authorities—may quite Very well be induced ito make special charges* in 
given cases for national, or even for the qarrowej^refeons of their own 
economy, ^hich might be well below tHe^st of rendering the ^service; but 
they wouW try and indemnify themselves by correspondingly higher rates 
on other traffic fof which no such overwhelming reasons, of national or 
economic importaitpe could be *quofed tb make the railwayl charge a 
specially low rate. 

And this brings us to the real principle now in use in practical rate 
making on all railVvays, in one form or another. As its nanle implies, 
charging what the traffic can bear, is not really a principle but the 
negation of all principles in rate-making. It is kt best an excellent rule of' 
thumb, which makes an implicit confession o^f the futility to find any 
reasonable maxim for rate-charging. The railway manager pntrusted with 
rate-making has to consider all the costs, fix^d as well as recurring, or 
general and particular, of his enterprise; but for the greater part lip,lacks 
reliable data to work up this basis. He has also to consider the amount 
of advantage derived by the customer in *seekiKg the railway service, and 
quote a rate, which wiH not only bring but retain and,increase the profit on 
the railway. Iiv so far as hS has an effective monopoly, he is spared the 
need to consider at what level the charge woqld be so high as to deter 
traffic, and reduce earnings for the railway.. Just as certain costs are 
fixed and must be reckoned in the ba'sis of rate-making, so too a certain 
volume of business may be taken as practi'cally certain to come to the 
railway, working under monopoly conditions. It is possible, indeed, and 
the railway manager cannot be war'ned,,too seriously against the mistake 
that even in the best secured monopol'y, an incessant policy of indiscrimi¬ 
nate' rate-screwing tvould only result*in killing the goose that lays the 
goldea egg. * And in places where there is no monopoly of carriage for tlvJ 
railway; where road or the river or the open sea gives an effective 
alternative, the rate-maker on the railway must always be on his guard 
against framing rates that may take off any section of traffic from the 
railroad. It is under these conditions of constant competition that the 
' sailroad manager has the best Yield for his genius; for no cut and dried 
principle would avail him. It is under such circumstances that the 
negation pf all prihciple in r,ate-making has to be^evolved, and traffic be 
charged simply According to its capacity to pay. Each lot of goods to be 
carried may be charged,'within the maxima and minima framed^ as to 


* oa Th« experieoo* of the IndianiRailwtjra, which h«v« the most effective moqopoly of 
tnfBo in the world, dur^ the Inst two or three ye*rl. Cates and faree have been i OT «ty[a 
hy. liS and 60 per cent, in the last two or tbret years; and yet eanings have aotuall/uieo. 




afbrd a very consftlerable marginv*iK>lely( with reference to its own 

individual capacity. Translated in Railway language it means:—^ • 

• 

“ The total railway rpvenu^ is made- up of rates, which in the case of 
traBBo unable tobear a high’rate, are so fow (C lo olvei' hardly more than 
* actual ont-of-pooket expenses; which, in the ca*e of medium class trafho, 
cover both ontsof-pooket expenSes and a proportionate pai't of the un- 
apportioned cost; anW which,' fiiyliy, in the case of high class traffic, after 
covering* that traffic’s *own dut-of-pocket expenses, leaves a'darge end 
disproportionate surplus available os a contribution towards the nnappor- 
tion^ expeqses of the low .class traffic, which such traffic it*Bff could not 
a£Eord*to bear.”* • * * ! 

The carrfige of fijst-class passengers in Train de Luxe, with pullmjn 
bogeys for parlour and dining and sleeping purposes extra, and^ that of the 
specially Ipw workmen’s tickets 'by* a given number of trains or excursion 
traffic may De cited as examples in point in regard tO the passenger traffic; 
•and the carriage of gold or,race-horses and coal, lime, manure in the case of 
goods traffic. Presented thiis, the railway rate-making frankly, according 
to the capacity bf the»traffic tS bear 'the charge, seems nOt an 
engine of extohion for the benefit of the railways, but a means of practical 
equity in rate-making. li is Adam Smith’s first principle of taxation, 
modertTisedto sqit railway economics. It is in fine characteristic of all 
large scale modern business whe|;e neither the cost of production, nor the 
utility to the consumer, is'a readily ascertainable factor for providing an 
objective basis to fortfiulate the price. , ^ 

CIX RAILWAYS IN INDIA, THEIR RELATION TO ThI INDUSTRY * 

. ‘ AND COIrtMERCE ys THE COUNTRY. 

’ A great deal has of late beeit said alwut the finances and management 
of the Indian railways, so that it is unnecessary for us to dilate upon that 

aspect of the question at any great length, t Suffice it to say that fora 
total capital expenditure of Rs. 6,45.'»7.oo,ooo upto 31st March 1922, we 

have got some 37,000 odd miles of ^ilroad and appurtenances in the m<itter 
^f rolling stock and buildings.; This gives an outlay per mile of some 


* Acwortb op. oit. p. 77. , j- • 

t There ie uuite a volanimoos official literature in connection with the Indian rail- 
wave biinning wi?h the juirtly celebrated minute ot Lord Oalbou.ie at the inoejAion of the 
iTieiT^ en^Dg with the Repoit of the Acwoifch Oommittee m is/l, for ^0 preeent, 

berid^ the .nnualadminiatration report* and p«««ee in the Legielative proceeding, volm 

mea pertaining to the Railway.. There is in addition a number of lueful monograph., like 

that dMr 8. 0. Ohose on/wfinn Rnilieoy ifa(e» or the one on Mnyi /faduiay. by R. 8. 

Ohandrika Ptumd. All thi. material has been drawn ui»a in the following^pwgee. . 

: Thew figure, are taken ffbm the /m/ieape PI. II p.ra 2, p. 60. They do not 

tAee with the Riilnwy AdrmKMr<Uim Report for 1921-29 whidh uyei 

• "Hie totabearital expeodflure incurred on the constri]ption of alt railway, in Indie 

not?the end of 31-> March T922 amounted to Re. 686 06 crw^.. The capital -d ohm-gr 
Ikbdeed. eadly dlnttnguiehable from tl,e totol capllml outlay; but wbm figures relying tc 
Iholamvsategwy dilTor k) mtterURy theft U obvioialy a great need for an explanation. 



ps. 1,77,^35 witlumt including the ?;ost of lanB, »nd the preliminary chaises 
which in England is estimated' to ‘amount to £ 4000 jpef mile. • Assum¬ 
ing that the value of the land given free,to the railways is about equal to 
the amount of ruling stock* * * § it may be held that the ,cost of construct¬ 
ing a mile of railroad 19 £ 11800,—a very higj;i figure in view of the poverty 
of the trade and industries in the countr^. t In part, ifniot in its entirety, 
this was due to the system of guvantfcae, adoptpd'ih the earlier railway 
construction in India; for, thanks to a guaranteed certainty of return, 
the comjJa/iies by whose agency the tpain lines were constructed, 
were entir^y indifferent to 'securing such economies 'as could 
possibly bo realisedby diligent management, i The ” alignfnert, the road¬ 
bed and railfnaterial as well as rolling stock were provided on a scale 
wholly at ..variance with the rbquireqjents of' India. This absertce of 
economy in plannisg and construction from the outset uecessajily inflated 
costs of working whicii has made the Indian railway far from a boon to 
the people. Besides this initial defect of a qirely financial kind, there" 
was another, equally important defect, Jrom the stand-point of national eco¬ 
nomy in the wider sense, which has disfigured iailway enterprise in India 
from the beginning. The Railways have never been planned or carried out 
wholly by commercial considerations. From the days of Dalhousie, who, 
in his celebrated minute which laid the foundation of railway enterprise 
in India, to the latest quinquennial prognammf, the military or strategic 
has had at least an equal say with the commercial or economic considerations 
in the layout o{ Indian railways, not only on the frankly military ventures 
of frontier lines; but also in the principal arteries of communications within 
the country. And where military reasons did' not obtrude themselves, 
those of famine relief i.e., ckrriage of food-stuff's to the suffering people, were 
held to be equally decisive in favour of railway construction, whatever the 
traffic possibilities in normal times might be on such lines. § Suggestion has, 
indeed, of late, been made for the sepaiatipn of the purely military or frontier 
railways from the ordinary commerdial ones; but, while supporting the 
idea yn political grounds of exhibiting the military charges in their real 
prapqrUpns, one cannot lose sight of the fadt that by this expedient the real 

* Figure* about tbe average cost per mile of oonetruction are most difficult to 
compile. See the figures cited in Kirkaldy and Evans p. 149. op. oit. 

t Cp. Aoworth op. cit. 

t Rai Baheb q^iandrika PrCsad in Jiis work on Indian Bailxoays calouliites tbe loss 
borne by Inffia on aoqpunt of the old gurarteed railways, inoludiog compound interest at 
4. p. 0 . per annum, to tbs end of I9U-30,<wl /?• 846-08 erores. See Appendix S a op. oit. 

I think hit prooedure is quite sound; and the loss so calculated should lx added to tbs total 
monisa hitherto spent, on the Railways in India before the profitability of this eoterpriso 
could be calculated. i , 

V 

§ “Not al) the railways of India have been ctmstnlited wisely or even eooBomically. 

The North West Frontier Railway wan for a long time a white elephant.T^ie miuh 

deeired direct broad gauge connection between Karachi and Delhi^whatever ita political 
expedienoy might be, is likely tp be a aouroe of oonsiderable losa/'runniog as it muat be thi^iigh 
the deeert trac^ of Rajputana. The Railway through tbe Khajah and Bolan passes has been 
constructed at such a heavy cost, that the oritki mlgl^> w(dj ssy the whole line bat been 
ballasted with rupees.” op. Sisct^ /Vaowes p. Sid ot seq. ' 
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position of the gener^ railv^jiy enterprise of the country cannot possibly be 
improved.* Thei* is a danger, in fact,^ lest the exclusion of the militar^ 
railways from the general view of, the Indian railways might induce the 
belief that the enterprise w^s more prolitajde ^h^n it^ctjially is, and that 
accbidingly its extension may,be justified. Much the same thing might be 
said of the latter‘day mania of* quiiKiuennial programmes for railway 
construction en bloc, /fpajt frotp, the constitutional objection of voting a 
five years' non-lapseable grant, by a body which has its own life limited 
only to three years, and vnfiicji cannot, therefore, presume to^tte down its 
successor Ho such an uneconemic# pregramme; there is* the further 
objection that «8ch votes presume an infinite capacity f8r railway extension 
which could only be justified, if at all, by the most indispuVible proof^f 
the nfied as well as of the*comrner<jial possibilities of the railways projected 
afresh, ornqjproved on the existing lines. According to the information 
submitted to the Indian Retrenchment Committee, the proposed programme 
*.of spending 150 crores on|;apital expenditure in five years, is so distributed 


“ A ve?y substantial proportion of this capital lias been allocated to 
nnremunerative lines a 8 ,appears from the following statement: 


Railway. 

Proposed 

AUooatipn. 

Lo.ss on working after paying 
interest & sinking fund charges. 


« 

1922-23 * 
Revi sed Estimates. 

1923-24 

Preliminary 

* Estimates. 

—»-- 


• 

. ««• . 

Rj. 

Bs. 

• 

North-Western. 

Ondh & Boliilkhand. 
Eastern Bengal. 
Great Indian 
Peninsula. 

Madras and Sonthem 
Mahratta. 

Other Railways. 

17 , 83 , 60,000 

(),.50,00,000 

(?,.')0,0(),00{V 

a 

20,83,00,0a) 

10,00 00,000 
5,56,00,000 

2,53,98,000 
24,72,(KX) 

; 61,95,(KK) 

89.40,000 

3,41,000 

]0,12,tKX) 

1,96,95,000 

10,25,000 

58,72,000 

62,28,000 

» 

79,84.000 

I 8%3r),000” 


and the same authority goes on to observe:— ’ _^ 

_ ___—— - 1 .. 

• Bars a Resolution of the 13th February, 1922 of the Oouncil of State:- 

“iS ooa^ recommends to the Oovernor.oAeral in Council thfo in uture . sep^ 

IndUn Railway, for 1921-22. there were 

tn IndU which cottld be r/garded as at all as strategic lines out of a toUl rulway 
milfil^ of aome 37600 mhea But Government have aocepted only the first part o 

and negatived the others. But o-Oi of a tot .1 * ®* 

erores Ui^l931-8?the North Weat Fr«>tier line afime aoootin^ for Ra. 406 crores, 

■f Ftea 81. Indian R^enohmeot Committee Report Part 11. 





S90 


“We are informed that ^.herebre many remnnerati?e schemes snoh as 
the opening.up of lines for the developnieftt of mineral resources, the 
eleotriScation of subnr))an lines,* etc. which at present cannot be taken Qp 
owing to the difficulty of obtaining* capital. This being so, we cannot 
believe that it i^legil^'mate under any oirpumetanoes to put Bs. 67 ororee 
of capital, boiTowed^at k lii^i rate of interest, into liifes which are already, 
a heavy drain on the resources of the,statefand we recommend that, except 
in case of commitments already entered upon, no further capital expendi¬ 
ture be incurred on these Iines,untihtip whol^position has been examined 
by ttfe Financial Adviser and reveiwed by the Government; If the full 
amoupt of the capital cannot immediately be employed on remunerative 
works on open'lines, it would, in onr opinion, bt a matter .for consideration 
whether |orae portion of it oonlfl nok with some advantage be' devoted to 
the oopstruotioS of new lines promising an adequate retutp.” 

• * , n 

Starting with an initially overweighted capital burden, it is no surprise 
to find the Indian Railways having financiaf results not at all <;pmparable 
to what could be expedited of them. The Retrenchment ComVnittee have 
prescribed an ideal of 5i per cent, net return, wlyreas the present position o£ 
the railways generally is an unmitigated loss.* 'The comparison of work¬ 
ing Expenses to gross earnirtgs is mfsleadingly simple from the point of 
view of showing the real financial position. But overloeking; for the sake 
of simplicity in the present argument, the fact df bad account-keeping in , 
the presentment of railway position, we rnay next note the fact tt.at the 
expenses of operating are also disastrously high. The following detailed 
table analysing the Working Expenses gives not only the rapid increase in 
recent years, but also showy the uneconomic ways In which railways are 
operated in In^ia, * 


( 

1 .—-. 

191S-14, 
Actuals. •’ *■ 

. 1922-23, ' 
Budget 
estimate. 

Percentage 

increase. 

HAintenauce of Way, Works 

V' 

Bs. 


aiTd Stations . • . 

0,3i!,0‘4000 

14.59,53,000 

131 

Lqoomotive expenses . 

10,2,3,68,000- 

23,07,63,000 

125 

Carriage and Wagon expenses. 

2,71.14,000 

9,09,12,000 

235 ' 

Traffic expenses 

4,88,57,000 

9,64,03,000 

97 

General charges 

2,26,70.000 

4,23,11,000 

87 

Stetim boat services 

20,41,000 

25,94,000 

27 

Special and Mi8cellan«)us 



expeuAvture . , . 

1,19,04,000 

4,22,02,000 

136 

•Other items 

<4,43,000 

—480,000 

Total 10 prinoipal*i-ailways 
Other ranwayii , . . 

28,28,13,000 

65,06,58.000 

130 

1,06.89,000 

2,92,*42,000 

173 

Total all railways . * . 

29,85,02.000 

67,99,00,000 

igi • 

-- - 

.. -__ 

* • 



* dt ia worth ootiog io puaing tkat sreo fheo the milweya were cupposed to be 
profitable eonoero giving net receipte In exaeoi of the Irorking expeniee «e well •• the 
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In every instance *in the^bove maitl*lieadihgs of the railway working 
expenses, the Retrenchment Committee has declared its dissatisfaction ano 
suggested economics. While the unit cost has in every case increased, the 
utility derived from each oullayr-or the efficiency lof the service-has actu- 
•allyyiminished. Take the foljpwing figures, given by the same authority, 
as an illustration, as»to the average tost of repairs to engines &c. and the 
average miles run by each pngine. # • , ^ 




Cost 

Mi let 

e 

run 


• 

Iqlj5-I4» 

1922-23 

I 9 > 3 ;i 4 

I 9 - 22-23 

North Westrtfl* ... 

... Rs. 

2,5.32 

8,686 

20,990* 

16,041 

Oudh & Rohilkliand 

a^ss )t 

2,743 

6,753 

26 ,i 5 o 

21,260* 

Bengal Nagpur 

••• 1J » 

3,608 

5,620 

28,02 J 

23.285 

East Indiab . . 

••• n 

2,874 

6.90.5 

, • 28,410 

26,677 

Great Indian Peninsula 


3.779 

9.«54 

23,794 

20,412 


This tabic showi clearly not only that there is no attempt at ajl at 
anything like .similar work being obtained from the locomotives—and 
wagons as well for t^e matter of that, — but that the cost of maintenance 
* increa^f^g even while the efficiency diminishes. The same is evidenced in 
regard to fuel consumption per icAdo gross ton miles worked, which has 
uniformly increased, though ‘‘these large modern engines are generally 
fitted with super-hcatejs and other improvements which very materially 
reduce coal consumption. ” Instead it is increaSng by nearly 20 per cent 
whereas the increase in ^ilcagc run is 12 per cent on fhc broad gauge 
l^es, and 4 per»ccnt on the metre gauge lines.^ “With regard to goods 
stocj: ( of wagons ), the maximum tofinage conveyed in any year subse¬ 
quent to 1913-14 was only 8-8 per cent, in excess of the tonnage conveyed 
in that year whereas the stock of wagons has increased by 21 per cent t 
After a detailed review of all this enpedditure, as well as the extra items of 
provision for depreciation, it is not surprising that the Indian Ketrenchment 
Committee comes to the following aonclnsions: • 


(c'ontinuad from P. 33) 

iDteroft and Sinking Fund cliarge> combinet, the net irturt van obtained by making no 
provioon for depreciation whateoevor. Says Ohandrika Prajad : “ In declaring eurplue pro¬ 
fits on the railways, eepeoially during recent years, ‘the ordinary comaiercial principle of 
allowing for depreciation on sto-k baa not bedn t 4 )plic<l.” Op qj^. f. 43. Tbs JnclicaM , 
Oommittee reports in the same sense ; “ We.....Tare of opinion that each railway eboal<r 

make adequate provision every year for the maiotenance and renewal of iU permanent way 
and rolling stock. The funds ro earmarked should be debited to working exiwises, and 
carried to a suspense acoouiie which could be drawn ou neceesary to mr** ourreht require 
menta,aay unspent balance being* carried forward from yoai^to year. Unlem some au^ 
arfawei^te arVadopted and strictly adhered to. it will not, in our opi.ion be possible to 
my whether the milwejn jure earifing an adequate leturo on^tho caiutat outiayi and there 
wiltia no eiroctive ebsek on’ordinary working expenditure. , , 

* Miaa Bttrmahmatt Pt- pw* ••,!>• 8®- 

rOp. oit p. 69, 
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"Vj^e are of opinion that'tjie country cannot«afforct to subsidise tbe rail¬ 
ways and that steps be taken tofsnrtail worKing expenses as necessary in 
order to ensure that not only the railways as a whole "be on a self-suppor¬ 
ting basis, but that an adequate retuin should be obtained for the large 
capital expen'ditflre wfiith bds been incurred ^y the ^tate. We consider 
that, with economic Vrorking, it should be j^ssible for the railways in Ibdia * 
to earn snflicieni net returns to yield 'an average return of at least 5J per 
cent, on the total capital at chawe. x x x x Tbeceal question to bo deci¬ 
ded ic whether, when capital is w urglrttly rerfiired by somt^ railways for 
remunerative purposes, the country can -afEord to borrow large sums of 
mone/ *t the present high rates on railways, whjoh are not only unable to 
earn 5 per cent, on their preseieb oajjital but which have t<S be subsidised by 
the gonei*al paytr. We consider that further expftnditufe on such rail¬ 
ways dan only be justified if it can be satisfactorily demon8tt1*ted that their 
expenditbre will-increase the net earnings of th« railway sufficiently to 
cover the additional interest involved.”* • * «■ 

• • 

% r 

This conclusion Is excellent as far as it goes. Stress oV logic alone 
compels the Committee to advise against that programme of extension to 
which the country has been committed, as Rome to Csesar's trans-Alpine 
Consulship, for five year’s rurtning. But it does not sefem to have realised 
the fundamental weakness of all railway enterprise in 4 ndid. This enter¬ 
prise is essentially one, which, in the technical language of the economic, 
science, may be described as one following the law of i,ncreasing*i'etums. 
The larger the scale on which it is opetated, the greater the return it 
would yield. But In^ia is essentially a country of small traders. Her 
traffic is yet largely for sho(t hauls, and in small consignment. No statistics 
are available—Jiecause none seem to be compiled—to show what an average 
haul and an average consignment is like in India. But there will be no 
violence done to our reasoi;, if we assjime that in view of the known condi¬ 
tions of economic organisation in India, tke Jndian hauls and Indian toads 
cannot possibly compare in magnitude with the British or American loads. 
And a large scale enterprise, even wben it is most economically conducted, 
must work at a loss if the normal scale'business it must have is not forth¬ 
coming. The Indiaji railways have been and are worked on lines anything 
bqt economic. And, as we shall see more ■specifically later on, their rates 
and ch'ltrges have never been framed with a view to attract and foster 
traffic within the country. They have thus lacked even that bare minimum 
of traffic which alone could have guaranteed them a reasonable commercial 
success. This may in part be ejcplaiued by the conglomeratioit of motives 
that have gonet to make the, Indian railways. But, on the whole, one 
is forced to conclude that the Indilin railways have not proved a commercial 
success, because they were built at a time when India had not got the 
traffic t<J make, these new meins of transport a success, which could not 
quite fit in with the existing economic organisation. Summing up the 

* /wttan Reirtmhmeut OMimUta Rumrt, pt. II paru ]^ '61-113. Thia aoaalDaibD . 
by « once invetorate aupputer' oi a blind inareasa of raihraya in InSia, Ilka Lord loonoape, 
or Sir J. Maokay, aa ba than waa, la donlily aignififanb^ln ahowing bhat Uia railwaya have not 
proved the aaooeaa they were expected to. , ' * “ , " 
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economic effects of r^lway|in India, i*fW>ay»epeat Mr Chandrika Prasad’s 
observations^— ■ • • • • 

oi the^through communications with other oonntrios, 
.Isdia has been Avaded with foreign manufacUhres, have destroyed 

most of tne indigenous indwRtriejof India, and tift’own a largo nmnhrr of 
persons out of t)*eir work. Some of the railways were provided sprcially 
to protect Indians fi^m^the etfet^fisof famines x x x x x x The ohjoct Ims 
been achtoved, but tlie export of foodgrains and raw materials iu foreign 
countries, and the fact of India coming directly under world inllnences, liy 
the opening ,up^ of railway communications with ocean steamers, hav« 
created a situation which nobody in Ind^ previously thought flf* The prices 
of foodgr|^ have now beoimo permanently dearer tbaif the old famine rates 
X X X X X Ti^s has been aggravated by the export of fooiigraips*to foreign 
countries, owing t(^|iecpliar conditions prevailing in India. The rise in 
prices in agricultural proilucp idiould have largely benefited •the masses 
of the*pTOplo, who follow the agricultural profession, but this lias not been 
the case. • • ^ 


CX. INDIAN RAILWAY RATES IN MAKING. 

• 

Costly in brigft and costlier in operation and up-kcep, the Indian Rail- 
. ways have necessarily been'’obliged to make charges without any special 
refererfdfe to the traffic they carry to tear those charges. Viewing the 
Railways only as aids to commer;;e and industry, 1 am not, in this place, con¬ 
cerned with the passenger fares on Indian Railways, and shall accordingly 
confine my attention t6 goods jharges only. Afer considerable hesitation, 
variations and blundering, the following principles of Railw,^y rate-making 
were elaborated as early a* 1882, and are still mainly in force.t 

t •> » 

• • 

• (1) “ That the managoiflont should principally aim at attracting maxi¬ 
mum of traflSo the lino could carry at reasonably low rates. 

(2) Tliat all rates, though capabjo of classification into groups, should 
be considered as “ Special ” ; an# be fixed with due regard to (a) what the 
article would bear ; (b) the quantity obtainable ; 

(3) That the rates might vary between the limits represented by (a) the 

cost of carriage (b) thd tax which the trade will bear ; » • • 

(4) That the whole circumstances of the traffic as regards empty run¬ 
ning, intermittent nature of traffic and the effest of competition by obhor 
routes should be considered; 

(5) That in the case of oompetitios, tiie principle of, rate calculation 

should be materially altered while sutffi factors as capital cost, gradients,* ’ 
cost of fuel and carrying power shonld lie duly taken into account; the rate 
must ultimately be governed by a necessity of attracting*the traffic end not 
by any arbitrary stimdard^ of it.” ' , * • 


• Op. dt. p. 82. • , * • 

• t Mo. 162 R. T. 2Dd March 1882. As qaoted^io IvdiaitRnHmyt by Chandrika Prasad 

pp 4SS-7. the date is differently eivp» v> the text sod in the footnote^ being l|83 in the 
tenner add 1882 in the latter, . 

50 
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At the time, however, there sa^ principles were laSd down, competition 
ifetween Indian Railways was ilnknpwn; and "consequently the experience 
which even by that time had been gathered in Great Brttain and the United 
States was practically blapk in ^his country.^ T<he Indian Railways were 
secured a practical monepofy which was in no way distSrbed by potential 
competition until about 1889. Hence the force whicii in England and 
America could have teen trusted Jo bripg 'about ft* rough equity in the 
treatment‘of various kinds of traffic and the _ several classes of'traders was 
absent in Rijs country. Even when the competition did develop, two dis¬ 
tinct factors were militating gravely agiiinsfc.making the competitwn a boon 
in disguise^to the trildcr and producer in this country. On' tl^c one hand, 
thf traders, particularly the Indian traders, were too weak aryj unorganised to 
offer any registancc to the rate-making policy of the railways; too illi.terate 
and unsuspecting to understand and object to the hundred and ope devices 
by which railway companies could fatten themselves at the expense of the 
general trading public. On the other hand, the^ state itself was, from the„ 
teginning, gravely interested in the financial success of the Railways. The 
Government could not afford to adopt a railway crate-mkking policy, whichi 
in spite of all the potentialities that it has teen show*, to possess in the 
hands of a railway genius, like the late Mr. Vanderbilt,—who liquidated and 
reorganised the New York Central railroad into one of the richest Snd the 
busiest lines of the world, if not (juite the cheapest,—was immediately threa¬ 
tening to make the bupden from railways even more onerous than it already 
was. An agent of the Eastrindian Railway Company had, as early as 1888, 
suggested < 

« 

“ That the various railway systenas should, as far a-s porsihle, serve the 
country iw if they wbre imdor •.■nic tuaiiiia^'eiuent, and the dealer in 
country produce should not ho hamperoel in. his operations by tho necessity 
to base his calculations, on as many different scales of rates as there may 
bo railways between the starting jioint and their destination.” * 

But the treatment of the severak fines in the country, as one single 
system, had in India.the disadvantage of making the Government for finan¬ 
cial reasons more and more disposed to look upon railways-as an earning 
asset fdr themselves; the jncorae wherefrom must be manipulated dli 
principles acceptable to the monopolist profiteer rather than to a state 
intait upon the industrial development of its territory. And this policy 
was the more firmly rivetted upon India, quite unconsciously, 6f course, by 
the growing practice of recruiting the directorate of various compianies 
working in India from amongst the retired high officials of the Government 
of India. Competition in effect was killed even when there might have 
been a chance for it. And the remedy, provided fey Government, while 
excellent in intention, has been more than once frustrated in practice. The Law 
of 1890, which even now governs the carriage of goods by railways ifl India, 
seems to be framed expre_fely in view o^f this peculiiirity. Long before' the 

* "Quoted in Cbaadrika Praead Op. Oit. pp'43C. '.. 
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passing of this Act, Government had T^ially recognised the duty to protect 
the public against tlje unreasonable chinrges from railways, and to that eift 
they laid down the principle« 

• * * 

That the charges mailf^tu the puhlif are atlmieslhle of division into two 
heads—(a) milage rates and fa^'os which necessarily vary to same extent 
^ with the distance U» passengers and goods are carried ; and (b) Tcrininals, 
this latt#r being a fixed churg(f for services incidental to the liusinc.ss of a 
carrier.” * • 

• * • . •* 

They*aIso prescribed maxima apd minima rates and far*s for compul¬ 
sory observaosd on all railways. The goods rates beiflg divided ^nto five 
classes with an*extra -fpecial class for coal, edible grain :uid other 


priedi staples carried*at fecial rates were:— ’ 

• 

Class. 

Maximum. • 

(Pyjs per mile per maund). 

S 

Miiimum. 

Class 1st , 

j /3 

i/io 

.. 

1/2 

1/6 

.. 3rd 

2/j 

1/6 

.« *, 4rh 

5/6 

1/6 

.. 5 th • 

• I 

1/6 

Explosives. 

• • I 1/2 

1/6 

• 

But after fixing these maxima and mininvi, any 

further interference 

Government regard in 

the light of an undue interference v^ith trade. The 


result is that railway administrations are free within the limits to vary 
cor^siderably the rate charged. Thu^while a ratlway administration is not 
free to transfer a commodity frotn a higher class to a lower class without 
the sanction of the Railway Commissioners, they have the option to (piote 
any rate they like within the limits act. For a 2nd class article they may 
not quote first class rates ; but they Are free to quote “ rates efiuivalont to 
first class rates.” t And by adding,conditions as to packing, distance,.load 
ynit, &c. they are able to materially affect tlie classiiication itself. 
According to Mr. Ghosc :— • * 


* These figures are taken from A ou /nji'in Tf'ii/imi/ by 8. O'. Ghoso 

p. ii. The maxima and minima given by Cliandrilfa Prasad (op. cit. p. 444) are obviously 
unreliable. The coal rates in force since 1921 Is^ April, are• Pie per 

inauttd per mil^ 

For all distances upbo 200 miles O'lA 

Plus for any distant in exceM of 200 mil«» and under 300 mrtew itMlusive. 0*13 
Plus for any distance in expess of 300 miles nncf upto 700 mil^ incrustv'e * 0'07 
^ Plus for any distance in excess of 700 milea ^ 0 06 

f Says the Acwor^h Committee 

♦ “ Fixing maximum did minimum rates does ootbinff to protect the trader from wliat 

is kndwn as undue preference, i. e. charging ig one ptibe o# 00 one class of traffic rates 
uareaso^bly disproportionate to shaded elsewhere or to other competing traders **% 
Report ptfa 146 .* • 
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“ Agrionl6nraI prodnctiftns, mineral articles, and cheap goods are 
gronfed nndbr the lowest or'first class, and the ordinary rate charged for 
this class is 1/3 pie per mannd per mile, or 9 pies' per ton milft The 
second class contains mannfactnr^ articles in their first stage and articles 
in every day • uss, snffhias piece-goods, hrasj-ware, jopper-ware, Ac, and 
also higher priced agricultural productions such as cotton. The bi^er ' 
priced articles of merchandise which are carried ^y railways in small 
quantities, bulky articles requiring ,moro space in. wagons, fragile goods 
whiolj are attended with risk of*dama^wor breakage during (transit, valu¬ 
able articles, such as silks Ao. , and dangerous goods requiring special 
handling and transport are all placed in the [ligl^er classes; in fact the rates 
chai-ged un the commodities ipprease with the increase in'pricae of goods, 
and genetally tUe quantity carried a*i8o becomes lees." * . 

• . • » 

« It will, however, be very poor consolation to learn that the largest 
proportion of the railway business is cjonp in goods *of the cheapest‘class 
if the lowest rate quoted is much higher than corresponding rgtets in other 
countries, and disproportionate to the ability of the people to bear it. The 
special commissioner on Indian Railways, }f.r. Robertson, reporting ^in-' 
1903,^found the respective rates in England and in India, to be 2376 and 672 
pies per ton per mile on merchandise, and 9‘3q an^ 3’55 pies per ton per mile 
on minerals. But he goes on to observe:— ^ * 

Before, therefore, the fares and rqtes in India can ,be regardSd' rela¬ 
tively as even equal to those in England, the former would require to be 
lower than the rates now charged tor ' 

Passengers by abJnt from 18 to 40 per cent. . 

General Merchandise 1 ;, 30 to 60 „ , „ 

Coal „ 40 to 60 „ ,, t 

He goes on to say that in America the arverage rate 0*0 all merchan-, 
disc works out at 4'344 pies per ton mile, yh^le where competitive water 
carriage existed the rate was even as low as 2 pies per ton and was profita¬ 
ble at that rate. Since 1903 rates in India were considerably reduced ; but 
beginning from 1916 there has bepw a series of special and general 
increases,—which are purely financial measures without the least reference 
to their economic effects. J All the corrfplaints against railway rate-making 
sucli S.S absence of through rates, want of propef attention to local traffic 
and indigenous industries, unfair discrimination between inland and port 
trade, between Indians an 4 Europeans; or the peculiarly Indian hardship 
of “ block-rates ” § which wpre submitted to Mr. Robertson in 1^03 and in 

* Gboie Op. ciS- loo. cit. » ' 

* t Ihjtort w the AdimixiHration awl of the frulian Hailw'itfMf para 193 T. 

RobertROQ rd. 1713 of 1903. 

t The average rafee oo all the Indian railways*put together was 4'62 piea per too per 
mile in 192^-21 ; and Hinoe then there has been an inor^q of 25 per cent, on all goods rate; 

RO that tO’day the average riite would be 6*725 pies per ton per mile. op. the Indian Tea^ 
Hook 1923 p. 267. See also Ofaandrika Prasad op. cit. p. 459 for the average rate* cm the 
several railways and Ghose p. 26<t*5. * , ‘ 

g ** Oomplaiots are a|M loud and frequeat^from ladiao traders in respect td whe^ are 
known as “^look rates.” &e term is pebalur to India and needs ezplaution. A blook 
rate^ as we ^derstand is e'higb rate quot^ ^th the* •object of retaining traffla 90 tb^ 
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respect of which the railway adminisiranon India was ^verely.censure^ 
hy that authority* hjve been repeated by Mr. Ghose in his monograph, 
and reiterated by the latest Comnrittee of Inquiry on the administration of 
Indian Railways presided oW by Sir William i^V»orth! Even before that 
Committee submitted its repost, Mr. Ghose had fouSd, in his monograph on 
Indian Railway Rates, ^that tl^ese rates were in many cases framed to 
handicap Im^ian industry, and witlfout regard even to the internal^economy 
of the railways themselves. Thss in the case of Java sugar imported into 

India he wrote 

• 

It is qijAtionable whether this traffic ever needecf further, subsidy in 
the way of e^ieap railway rates that wore quoted from tlie ports to Uie 
interior. Kven if, the, rates for Java .sugar were maximum rates, the 
railways would not have lost tho»traffic, hut the prohts of the Sava produ¬ 
cers vfbqjd have l)oen less, x x x x x It maj^ h# observed that the 
special rates for sugar from the ports of Bombay and Otlcutta were not 
for wagon loads, bnt foi' actual weight, i. e. carried in any weight, however 
small or large." * 

, ^ . 

Summing.up, tiien, the charges against the Indian Railway management 
in regard to the gocSs trsffvc on these railways, we find that 

(а) Being originally very costly in construction, and still more 

costly in operation, to their Iteing constructed and maintained 
without reference to economic conditions in India, the railway 
rates have been fixed without regard to the native of the traffic 
and its effects qpon Indian trade and industry ; • 

•* • 

(б) That Government, though entitled to* very considfrable powers 

of control in the mJlttlr of r.atc fixing, have, after fixing maxi¬ 
mum and minimum rates for a prescribed classification of 
goods, left the railway.-j fiCe to manipulate their rates so as to 
suit their own profiteering* |)ropensities, or racial partialities of 
those who manage the Irvlian railw.ays ; • * 

• • * 

(c) That Government being interested »o very largely in fire com¬ 
mercial success of their railway enterprise, a vicious element of 
considering the railway rates as an easy'form of indirect taxation 
has of late made its appearance, in the rate-poljcy of the Indian 
railways. The policy has not proved a succesDj for earnings in-^ 
stead of rising in response to fhe increase in rates, have fallen 

Gootioued from p. astfi, . " » 

tioo 00 which it origioatec and prwenting, or “ blocking it from paaoiilg off, after only 
a ^ort lead, on to a rival route. Some Indian witneeees, howt^er, uae the twm aa meaning 
a rate wHich U higher bet^uae the route over which the traffic ia carried ia in the baoda of 
two jlpar^te adminiatratioua*”. Para 182 of the AeiFOHh Rei»rt. The document goea on to 
mention the opeoiBo midohief of theie rates in*illin(;altemati»o c<*nmunioation by sea in tli« 
liambay and Madras Presidencies by tjiesa same block rates. • 

•*Ohoee Op oit. p «30. 
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considerably. Buf fhe Govemmeht *ave not learnt their lesson. 
If this mistaken policy fs suffered to contini^e, ‘the public owner¬ 
ship and management of railways in India, instead of being the 
blessftig that ft «ouW well be expected to bf, would be a curse 

to Indian incftistries and commerce. ■ 

< 

That thanks to this ton of pfo'fiteegng* 'element in the Indian 
railway management, or perhaps due to the presence of racial 
* bias on the part of individual manipulators, * the railway rates 
irtindia have definitely discouraged Indian industries for the 
.sake of foreign manufacturer. '. , 

* 

(e) Xhat t owing to the existence^ of “Block raVes ”, the Indian rail¬ 
ways hdve deliberately endeavoured to root out all alternative 
means of cbmmunications which, being cheaper,' "would have 
been more suitable to the peculiar c^onditions of the small scal^*' 
Indian industry and agriculture. ' 

{/) That the average rate in India on all merchitiidisd works out at 
a higher figure than is the case in America or Japan ; and the 
difference would be still greater if we take into considerafton the 
economic capacity of the Indiatj trader and producer to bear the 
charge. J ^ 

(g )That', the machinery for making good the complaints of those 
dealing with the railways, is so cumbfous and costly that as a 
matter of fact no one has i-entured'to call it into existence, with 
the result that the railway maKagsment is practically free t6 do 
what it likes with its helpless clientele. § 

I 

(/>) That railway legislation in in*dia has not embodied any provi- 
. sion definitely and deliberately to frame its rates so as not only 
^ to develop local industries and trade, but also to give it a 

specially preferevtial treatment || as against the foreign trader'; 

* See pare 140 of the Aoworth Report. 

t See RobetUoo’s Report para 268 “ I do not think auffioient attention ia given to 
the creation and devefopment of local ioduatrien.” ° 

« Aoworth Committee Report, 152-k inolutive. 

i “ There i« a pominal protection againat undue preference in the proviaiona of the 
general Rai'wajw- Act of 1890. But,the enforcement of the rem»dy under thie Act involvee 
the eettiag up of a rfbe®*! to try each case, and thia procedure ia so oumbroua and inapt 
that ia fact no court haa everemt.” Aoworth Report, Para 148. ^ 

II Since 1884, the Cerman Railwaya-alao a state enterprise—were made (1) 'to aaeiat 
agriculture and industry by graA-ing cheap ratea for raw materiul or aubaidiary materia')} (9) 
to aaeiat (ierman manufactC'eraln competition with foreign importers at home and ttfaseiat 
tierman e»port trade abroad, (3) to aaaiat Cerman rofts inoompetitioa with foreign norta on. 
Kirkaldy A Evans Op. oit. p. 316, , ' ^ 
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and the railway administrations are too indifferent, if not hostile, 
to Ind^^n trade tb take up the mat^r on their own account. * • 

(«) That no proper through mtes or telescoped rates have in conse¬ 
quence been built tip t not only fo» lbads*wi(hin the country 
itself, but also from»a po^nt in the couiftry to a port in another 
country, wit^ a viejv to develop the trade in Indian manu¬ 
factures. t • .• • 



* Both the Indian Indtutrial aud the /VkoI ConDnienone have found fault with the 
railwaja on thia ground, and deeired a revieion of the ratee with a view to aid indiiectijr 

Indian induatriea. « , • , 


t Mr, Ohoee gives 5 specific instances on p. 22S of hie monitgraph of through ratea 
il existfnoe. But the; are all from the interior to the port, ’not through ratee to foreign 
port^ Besides l|he instances leave out the major portion of the Indian railways. 

* $ I am unable to make out what the Acworth Oopmit^ intended In para 1(1 of 

their Report relating to through rates lo&iaa produce to {orefgo porte and vm wrM—lo 
ooBim«|d or critkdM (be reihrey ia Indie. * 

■ • 


Chapter^VlI. 

,feOAt) TRANSPORT. 

CXI. REASONS FOR CONSIDERING ITS POSSIBILITIES. 

In view of the foregoing remarks on the Indian, railways, the question 
necessaril^' arises if we cannot find an alternatiie* to this, relatively very 
costly form ^f inland transport. • 7 h^ old alternative of roaif transport 
would not,he more economical, if we arc to consider only* the primitive 
sii.iplicity of the country-cart, though the measure of railwSy service must 
not be sought in comparison with the c9st of carfiage on the ordinaiyVoads 
by the country-caK. But with the introduction of the motor .vehicle, the 
road assumes all altogether new importance. The problem of transport in 
speed as well as bulk is practically solved by thy motor lorry, especially fos‘ 
the poorest type of traffic, which canqot afford to pay fancy rates, "fhc 
capital outlay on roads good enough to permit df regular motor transport, 
would, no doubt, be very considerable; though nowhere ficar the £ loooo or 
more per mile, which the rail-road has cost. It is indeed a gravc..misfor- * 
tune that for financial reasons Governm.2nt sympathies .are so definitely 
enlisted on behalf of the Railway enterprise, that no other alternative means 
of transport will really get a fair trial lest it damage the earning capacity 
of the railway enterprise. I*, may even be conceded that, now that we seem 
to be committof to the railway, it would be unwise as well as uneconomic 
to consider any alternative which may imply q scrapping of .the present vast 
business of the railway. BUt what we are here Considering is not the ijtter 
scrapping of the railway, as rather calling a Ifelt to the further extension of 
an enterprise which is not really suited to the economic conditions of India. 
For it is only on that condition that,'if ^irther transport facilities are really 
needed, we should at all get a chance of considering alternatives which may 
be butter suited to oirr economic conditions. The existence or development 
of .alternatives will not really ruin the railways, if those who have the hand¬ 
ling of tKe Indian economic policy really understand their business. For 
the total traffic will then be more easily distributed between the various 
meSns of transport, which will make each carry that branch of the traffic 
for which it is economically the -best adapted; and from which, therefore, 
will derive a revenue that would .keep it going. Such a skilful adjust¬ 
ment and distribution of the national traffic would mean an untold benefit 
to the country at large. 

CXII. ECONOMICS OF ROAD f RANSPORT. , 

At first sight the ordinary road will seem to be decidedly at a disadvan¬ 
tage in competing with the railway; and the disadvantage is not very hmeh 
modified even if we take into account, the mdddm and unproved me^ods of 



(0«d tittiftfbrt. Still tbere^ advantages i^lfevoor of tin iatt^ 
oogfat to be propeMy^considerefl. The vast onlay, we have hitherto mW 
o«i rtdiirays, has given us only about 37000 miles of nilroad, which, bstidw, 
is fixed and of service only where it U. The oi]^i«aiy«road for relativoly 
•lighter traffic can not only be constructed anywherai but can be constructed 
at a tost not eiyen a<tenth of the cost of the railroad construction. Besides, 
the road-transport does &o(;ne'e(i'5r^of those elaborate appliances of sta¬ 
tions, sheds, sidings, s^als, cabins, warehouses &c. which take up no 
inconsiderable portion of the railway capital, and involve a coric^ndingly 
higher chafge to the rail-road Ststorngr. ^ The road vehicle cf the modern 
improved type cbhv^ys traffic without break of bulk direi^tly.from.oae point 
to another, ^d therefore avoids not only the delay in the railway termimris 
but alSo the chd'i^es fo*r thfise termiijal services. Besides, the road-transpolfi 
is practicallj^ free from the need of a time-table, except'^uch as may bo 
organised by dach concern for its own benefit and internar*economy. On 
tjie railroad the customer mpst make up and send his consignment to suit 
the"^ convenience of the railway time;table; while, in a country bf small 
producers and traders, the rSilway also must put up with a great deal of^as- 
tage in the sha*pe oP^aving to run trains with half or 2/3 full loads per 

• wagoHj and to allow a good deal of rolling stock to remain idle at wayside 
stations until a full consignment is* made up. We cannot quite definitely 
or concretely make up the Ipss due to this wastage to the railway; and still 
less the loss incurred b^ the customer in having to su4 himself to the rail¬ 
way convenience. But whatever it may be, this advantage of the road trans¬ 
port over the railway tranyxjrt must be very considerable. f'ina.Uy, in the 
case of actual cgst of operatir^ the subjoined particulars from two indepen¬ 
dent sources would prove most interesting. TTie lirst set is culled from the 
Report of the Indian Retrenchnfent Committee, in connection with the 
mechanical transport section of the Army expenditure, t The second was 
kindly supplied me by Messrs. Alcojk Ashdown of Bombay. 

While not quite satisfied by (Jie Commander-in^ChiePs proposal to 
limit the mileage,—presum|ibly minimum—to 1000 miles per annum^ ger 
i^otor lorry instead of reducing the establishment to the minimum Require¬ 
ments of peace-time, the Inchcape Committee fixed the above figure as the 
minimum of work expected from each lorry. Thesnilitary authorities had 
submitted the running cost for a Ford canto average per^annum lU. 4250 
for an annual mileage of 9600, and at a petrol consumption^ 14 miles per ^ 
galkm. Though no separate cost account per each lorry is given, at this 
rato fw a 4 ton lorry, we may estimate the military cost to be Rs. 12750 

---^-H-—*- 

* the eenniDkl efaugee ere t^allr mentiooed ai • ocm^tiieiit in the Indian rdUvay 
rnMnan^aia ahnoM everywhere admitted ai a proper element for ioelurion in retemeklng. 
UindK Vhto a ttalBc batrf» pat« on more theo one line, tilragb termtoat ohargee ere 1110 #-. 

* ed^dir itarthetwoeodeof tbei<raraey,tna^ttonalaberg^(or traotUpment at the In* 

twinSbte ia alaoanthorieed, and b rajll^ tnSba mSore of at eiSca tenninai oharge. 

I f»» tha InihcajM Sefiort pmavlsegs n. 1. * 

51 * . ‘ 
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annn^. Inclpding deprecf^ion, this would probably amount to Rs. i$ooo 
in round figures for a mileagerof idboo also.' 'This ra^anb an average cost 
per mile of Re. i-8-o for 4 tons, or 6 annas per ton.mile. Well might the 
Retrenchment Cbmfnittet find this an excessive "figure! 

f • 

But in the case of an army vehicle we have no ^objective test of its 
utility—at least in a commercial^ sense,. So I append another estimate qf 
cost of a li ton lorry as supplied me by a commercial concern. ^ 

,,0 • ^ 

Vost of Running Thoniycroft .’‘J” Type Chassis: * 


.4 * 

Estimated Lite of Ohassis 

Estimated Annual Mileage 

Estimated Life of Tyres . 

. a20,(X)0 Miles. 
. (, 15)000 t) 

10.000, „ 

‘ Capital Outlay on Vehicle : 


Chassis ... ... ... ‘ 

Body, Fittings and Acobssories ‘ ... , 

4-Ton. 

. ■ Rs. 17,000 

„ 1,500 


Rs. 18,500 

Standing Charges; 

'* 

Depreciation at 15 per cent, on Tyreless Vehicle 
Interest at 7 per cent, on average valna of Vehicle 
Driver's>and Assistant's wages '’... 

Insnrancit 

... Rs. 2,572 

. 532 

. 1,140 

1) 27i> 

• Running g Charges 

- 

Qarrage ... ... 

Petrol at Hs. 2 per gallon 

Lnbrioants ... ..t 

Tyres...One set 

Sinking I'nnd, Repairs, etc., ... 

... „ 300 

... „ 3,516 

... „ 300 

. 1.350 

... „ 825 

Total cost per ,'innum 

... ■ Rs. 10,810 

Coat per mile ... 

... Annas 11'52. 


ifoih ; Petrol oonBaniptioo—Eight miles per gallon. 

Wages:—Driver, 5ls. 7^ and Assistant at Rs. 20 per mensem. 
Annaal^nii: 50 miles ^r day—for 300 days in the year. 


* The Ford Antomoldlee (India) htd. give the folloviog eetimate of ruoaiog expeoNe 
for a oaeSon lorry. ^ 

Initial cost ot Lorry ohassia in April 1983 ... ... Rs, 8S76 

Approximate valae iC April 19SS provided the lorry is given ordinary 
attention while in use ... ... ... , SOA 

Dapceoiation therdore A'orks oat per annum under =... ... „ .MO 

Petrol ooneamptios. 19 mitee pw^alloD' ... ... ... 3.000 

(XI eoosamptlon U gallona per month haeed on« mileage of 1000 ... 

tnllet per month ... ... u. ■ 
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Even in this case'the cgst per ton-mYk k yS? annas or ii8 pie» pee 
(Mond per mile.* This is, indeed, far. in ’access of the miniriAtm raMi 
allowed on the railways. There ar^ possibilities of economies no doubt; 
but even by doubling the mileage at a full Iqad, tl\p co^ PQt ton-mile would 
• not*be reduced to blow a anna^ * This is nearly four to five times as costly 
as the railroad transport charges; ^ind so the only question is whether it is 
worth while trying this !ilt|mattve. ‘For Jthe local transport in a large city, 
it is no doub? economical, partigularly as lorries can be suppliM now for 
any unit load carriage ofjrctfn 5 cwt. to 10 tons. And in Jl»se places, 
and wheremeither the railway nfcr thj riv<»r transport is available, and where 
there is no chadbe of railroad transport being immediately profitable — a 
very large region in Inijia — I think this form of road transport is bound«to 
be mflst economical, ff only for the sake of developing the region, and pav¬ 
ing the way |or the railroad transport eventually. It is tpe intrinsic econo¬ 
my of the road as against the railway, that even wheil the balk of its busi- 
“uess is taken away by the r|ilroad, it would still be useful; and the capital 
invested in it cannot be utterly wast^ as would be the case on the railway, 
if once the largest proportion of traffic upon* it is removed by a nSW or 
alternative competmve agency, 

THE .REAL FIELD F.OR ROAD-TRANSPORT IN INDIA. 

In spite of its seemingly greater cost, the future for road-transport is by 
no means gloomy, if only the powers that be could Ireally understand its 
economy, and set about developing it. Even ifroads are improved only as 
ancillaries to railway, jus* as “feeder" lines have been ddVeloped by the 
railways, they have still a yaSt region^to tap in Ipdia. (i) The whole of the 
forest estate in India cries out,fot efficient as well as economical means of 

CoDliDued from p. 402.) 

Front wheel tyres cost of cover • ... 

„ „ tulw • , 

Lit* of t;re. approximately SOOO mile. 

Bear wheel tyrea pooematic cort. of egver (Fabric) ... » 

(Cord) 

• „ „ Tube ... 

Life of tyrea 8000 to 10,000 mile. ... * ... 

Heaare. The Tata Hydro-Electric Power Supply Co. Ltd., Bombay, who owo .iz Ford 
can which ttiey have had for several years, give the following Ogure.; , 

Avenge mileage per month ... ^ ... ... h 1078 

„ „ to a gallon petrol .5. ... < ... „ SO 

Cost per mile inoluding petrol, Aoreit repair and driver ... 3‘8 annec 

* per mile. 

„ Ooet per car per month ... ... ... „ 248 

They add it moat ha remembered that in the figurea given abov* the wagea of a driver 
in Bombay are on an availlge of JRa. 75 per month, dbd alao, owing care are 

nt ySin n^My held ttp aod the oogine Idling, causing waete of pe^ol. 

* The lorry here considered is t relatively oostly vehicle^ involving a oonsiderahle 
• WtU oatlay. and a proptri^mally higher charge by way ^ depreoiation and loteraiit. A 
oheniMr model with 6 to 10 ton capacity aoAooating my Ra. lO.jOO In all, the cost per 
■die would be (for aunnid milaaga 5'S aitiae or ray 9 piee per ton-mile at tlw 

elitspc«*-itin dearer than the avA*^ dutge,oo the talhtond. 


. 75 

„ 13-10 

H 810 

150 

a • 38 
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tnuj^ort Mott itt fteat pOss^ilidls caa be qi^)ected to inlnUtw # the 
Aonomic*deir^|Wn«itofIndfe‘ Gonsideratfons of c^ifel cost^is eriH 
make, in my jik^;ment, railways out of the question in these forest r^pons, 
that occupy nearly at,sixtk ^f th# area of this country. The road worked 
by the steam or tte motor lorry could be constructed aimost anywher^ at * 
an inngniiicant cost; and the regions de^elop^ to add we cannot say how 
much to the annual income of,Indih4,(2) And !lien there are the lands 
beyond tife frontier. The existing railways, as already noticed elsewhere, 
are, no doUljt, a great asset to the future developBient of the trans*frontier 
trade of India. But we must never forget tBe cardinal feet regarding these 
railways tljat they ^^'ere primarily constructed for military 'setsons of fron¬ 
tier defence or aggeession. Their alignment will, thf.refore,»not necessarily 
coincide wjth commercial requirements. Roads nlust, tberrfore, ‘ both 
supplement and extond the existing transport facilities in view of *the future 
development of our froVitier trade. (3) Last but not the least important is 
the inland region in India itself. Apart from copsiderations of cost, we ca^* 
scarcely say that 37,000 odd miles of railway are adequate transport fectU- 
ties {6r a country with an area of 17 million sq.'railes and a population of 
320 million souls. But the cost of railways is prohibitive. ‘The possibili¬ 
ties and economics of the inland water communications are discussed in the • 
next chapter. But these cannot always and everywhere be made available. 
There are regions, like the Himalayas, the Vindhyas and the Nilgiris, which 
need to be developed ap much for their still unknown possibilities, as for 
such obvious reasons that Ijave made the Alpine Switzerland one of the 
most prospero^ countries in the world. * The only cheap as well as 
effective means of transport for such cases is to be*found in the road—with ■ 
its modern erjuipment of fast mechanicaj means of transit—and this may 
and can be accomplished without hurting the railways. 


——-«-:. . V~' '■ 

* n* S«lH trade urw^oontorms to tKe mazim that importa maat balaDBa NM 
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Chapter XVIIL 

INLAND WAT^R TRANSJ»Oftf.irf INDIA. 

« • 

CXIV. ECeNOMICS OF WATER-TRANSPORT. 

Both as compared to the otdinary road, or the steel mad^ rail-road, 
transport J)y water seems’to* be commercially much more^theap. The 
reasrms for the relative cheapness a.ri not far to seek. The railroad as well as 
the ordinary rj>ad cost a great deal to make ready for (Traffic^ and when 
the pprfhanent way iarea^y, it costs still tpore perhaps to maintain. Inlhe 
Case of water transport, the perntanent way is readymade fSr the use of 
man by nature—at' least in the case of the sea andJarge /javigable rivers. 
,And though there is a considerable cost for the construction of navigaUe 
\:aiials, especially in a couiftry where locks and weirs of large size would 
have to be constructed owpg to the configutation of the country, th^ost, 
as compared .to li^e railroad, is always much smaller. The additional 
capital outlay involved in providing terminal facilities, like docks, wharves 
and warehouses, corresponding to the station, sheds and sidings on the 
railway, is usually made not by tfie agency which handles the water trans¬ 
port, but by another, distinfct anS semi-public authority, like a Port Trust, 
If we include this in the capital required for water itansport facilities, the 
unit cost per mile would be much greater; Iftit even thei> it would be no¬ 
where hear the cost of ihe rail road. + The only considerable capital 
investment recjuired by a w*er transport agency is that of the vehicle 
required—the ship or the terge; anS possibly the motive.power for the 
same. The ship or the barge has, besides its own recommendation, its own 
special economy. For, thereby large bulk of cargo can be moved in single 
units. The biggest railway wagoi* qpw in use on Indian railways can carry 
about 50 tons; while a train load of 20 such wagons would Ixr about the 
maximum that could be hauled at dnee by the most powerful locomotives 
t>n the largest section of (he railroad. Single barges of three hundred tons 
are made the standard vehicle of carriage on the French canals, while in 
Germany the water-way is deepened and broa(Jcncd to .admit of single 
barges of 1000 tons and more. Increase of, traffic, moreover, means a 
proportionate wear and tear on the rqad’ as well as the railway, with a 
corresponding increase in the depreciation to be provided for, or, what is ' 

* Amordiag to BnUik Camlr, ProHr.m» ani PottilitttMi, the oo«t o( tW 

mf per mile on mlroi^ io Britain it £ $6,Aoo while that on. the water waj it 
S 10,178, The coat <d mainteoanoe in the tame country was ioilOli £ 409 per mile on rtl|. 
fowl aMl 4 141-171 00 the oaoab. op. Kirkaldy k Event, op. cit. p. S20. 

p* t The Mill more remote capital ootlay, like that ootnarioe survey aod aartO|rrapfaj>, 
at wall at eo Hghtiag at ooasts tod booyisK channels^ not ita iMotioa marine <«blee and 
wi r a l ew UutaUatioa^ ii all incurred alyite Oovelameiifai, more or lew ia the napire of m 
l ^t nwE ooiil obligitiim. , 
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the sarae^ thing, renewals re^acements. Pn the canal, the lira: and 
the sea, increase'nf traffic means proportioriktely neghgihle wear and tear 
both on the permanent way and on the vehicles. 

This initial economy*ofthe*water-way over the rail\#ay is driven home 
by the further advantage inherent in the tmetlfod of working each of these 
means of transport. Load for load, boats are cheajwf to run than railwa3r 
wagons. *For it has been estimated thJt a Ailway wagon*weighs from 
one-half tp three-fourths of the weight if can calry, while canal boats 
weigh only'pne-fifth or one-sixth of they lotil carrying capacity. * A 
railway engirte, therefore, hauling a ^oods load of l.ooo ions would pro- 
bajply be hduling' in all about 1,500 to 1,750 tons, a waste of'energy, which 
could not be avoided, but whi(;h adds to the .cost enormously." .This 
non-paying'load or^haulage could be redticed if lighter material^ are used 
in the construction of railway wagons; but they have not yePtumed their 
attention for economy in this direction. A witness before a Royal Comrais-. 
sion on canals in England stated' 

"A railway train loaded with 200 tons costs ^6. 3,360 and a steam barge 
to carry the same tonnage £. 1,600. Tlie steam barge ahn tow three barges, 
each carrying 200 tons and each costing £. 1,006. The cost, therefore, of the 
steam bar'ge and the three dumb barges is £. 4,600. Railway roUiir'<.stook 
to carry the same tonnage costs J6. 1.5,000." t ' 

When the carryjng unit is proportionately larger, the cost per unit 
carried must diminish. Th§^ rates of expenses diminish in proportion as 
the load increases to a greater extent with water transport than with rail¬ 
way transport, owing, possibly, to the existence of a greater friction on the 
land-route even when furnished with a*rail-road. 

I f. * 

The last of the economics of water transport, particularly as compared 
to the road transport on railways, is ^the relatively lower cost of motive 
power on the naturally suitable water-wajs than on the railway. We have 
alreajiy quoted Mr. Chisholme’s dictum that while on a good wagon road, 
a single horse power will drag about 3odo lbs at 3 ft. per second, on a rail- 
wa^ fhe same power would drag 30,000 lbs the salne distance, and in watet 
upto as much as 200,000 lbs. Let us quote here, in illustration of the same 
point, but in a slightly altpred terminology, the figures given by a witness 
before the Royal Commissiqn on canals in Britain. On the Ake and the 
Calder Navigatiolj canal, the cost of haulage by steam tugs was 1/29 of a 
{lenny per mile and by horse i/io of a penny, while the cost of hauling 
coal in tank barges was 1/119 of a penny per mile.1 Of course, as the au¬ 
thority, from whom we have cited these figures, qbferves, it is necessary, 
in order to obtain the mpst economical results On the canals, that they be 
of the most suitable sectional area, as well as that barges should be el juk 

. .«•-^- 

* Op. &irluddjr andeGvfttt^ op. cit^pi 22h • 

t ]^k«)dy and Evano opv oit. loo. oib. i ^ 

t Qoobed.iii Kirkaldy d Evaas op. oit. p. 222. * . ' 
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the right sire to mat& witlj the sectional ares of the water-way. Bat this 
condition, as the %xgerience oPFrance shows,iis not difficult of acSompiistf* 
went; so that with proper adjustm^t of the water-way and of the traffic to 
be carried along it, there i» no .reason why jt st^i^d not b« made, as it once 
undbubtedly was, hue most ^ctive means of oontributing to national 
economy. - • 

CW. WATER-TliANSf>bRT fN OTHER COUNTRIES^ 

* 

• 

With,all these obviods adwntages, it is difficult to underhand why, in 
this age of heavy traffic, water franspdlt has not held its own, at least as regards 
the inland transport. In most cases the explanation commoijl^ given and 
believed in is the ruiiv)us.bostility of the rjiilways to the inland water-way, 
which haj made the latter a cottftnercial back-numbej. In Cases where 
the commuiSiSy, and its representative, the Government, ,)iad not parted 
.with all the powers of regulating competition and adjusting traffic, the 
water-way still makes good*its claim to an integral place in the national eco¬ 
nomic system. In France fhey speift from 1841 to the outbreak of the-war 
£100 million in figures on construction, improvement, maintenance 
and repairs of the artificisl waterways. * The waterways have been tax 
free since 1879, and carry traffic which in 1906 was 34,144,000 tons. The 
freight charges oh French canals have been described as much lower than 
those in England, where tKere arc barely 3000 miles of navigation canals, 
which are suffered to exist at the mercy of the all-potverful railway. 

• • 

Belgium has one of the most intensely dcveloix;d systems of water- 
communication in the worldf Its total length is^ 1345 miles, which, for a 
cotmtry of that size is very c(^nsideratffe, and have cost soma £25 million 
for construction and improvment since 1831. Tliougli the State charges 
dues, they are so adjusted as just to pay for the exi)cnses, the Government 
expecting no profit or return from 4hp*money spent on these national assets 
of improvement. They also adjust the rates on the railways so as to prevent 
the water-carrier from being crush£« by rail-road confixitition, Whilfi the 
railways in Belgium carried 65,319,000 tons in 1905 the water-jvays *ad 
53,345,000 tons to their share, the water freighf being only about 3/5 of the 
railway rates on an average. The following testi.monial from the British 
Royal Commission on Railways and Canals, is sufficient to explain the 
national value of properly adjusted watjr-ways.t 

• The totei length for 1911 o( Preooli wnUsr-wsyi i» given »«;»- 

NerigntWivee.: ' "'•‘ej ' 

OnioelB ^ ... — „ 

* 4 a 19U there were 8620 milee of ceneK 80 thii given » total a* 

9009 milee; end e noiT mogremme for further impro^iient was adoiitod in 1919. 
Bae^^ Statumnt Y»ar Bank for 1922. | 86 . , » 

t Rooted »» KitkeWv * Evens 4 )(^ nit. p. 9*6. 
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"Birmiiigliatn is si ofaifx distasq; from the ports td 

^ and Bristol A Liege is frim ^^werp. convey tbe*game goo^t from 
Birmingbam and either of these ports by water wcAtld cost about three 
times as much per ton per mile as thfi transport between Liege and Ant¬ 
werp, and it VrouCd nntre^venbe necessary "to fncnr thp cost and delay of 
transhipment frtm oiie boat to another on ^e way.” * 

0 

o 

The German water-ways, like all eqth* econsrtic activities of that 
wonderfuKpeople, were planned anS carrieS out Sy the characteristic tho¬ 
roughness of that country. After the railways had demonstrated the trade 
value of thesG improved means of communications, they decided to improve 
their water-w 5 ys^ Already gifted admirably by nature in thrs, pegard in the 
shcoe of a handsomely distributed river-system, they decided to add a system 
of water-wa^s which would permit boats of 400 ions to navigate east of 
Berlin, and'of 6ot( tons west of that city. At the cost of only some 
£ 42 million they havtfsecured a total water mileage of somo%300 miles. 
On the free rivers, like the Rhine and the Elbe, there are no dues; while the . 
state foregoes all interest charge on the money ^pent upon' their develop* 
menf. On the Rhine single birges of as much a« 2,500' tons can navigate 
upto Frankfurt, thus facilitating the immense traffic of^e heart of indus¬ 
trial Germany. The German water-ways in 1^5 carried a total traffic of 
67,000,000 tons. ^ f ‘ 

In Britain, as already remarked, the rivalry of the railways has killed 
the canal. They have had a glorious past, but seem to have no future. 
The Royal Commission of lijog was by no means sanguine about the com¬ 
mercial possibilities of the British w^ter-ways; and so made some half¬ 
hearted suggestions which Ijave naturally found no supporters. In America 
the canals came before the railways. But, wapting in daring and enterprise, 
they have fast receded into the background, thanks to the free competition 
with the railways, which, in spite of a high operating cost, have so ^justed 
their rates as to be the cheapest, comparatively speaking, in the whole 
world. 

. . ^ CXVI. WATERWAYS IN INDIA. 

■With such an experience of the world before them, why have the 
Government of India neglected the water communication in India ? As 
already pointed out in the Introduction, in the days of the Mughal and the 
Mauryan Empires, water communication was flourishing in this country; 
t^hile, by contrast, it seems to be entirely non-existent to-day. The 
country is well-gifted with large rivers, which do not need, as those in the 
colder Emopedn and Americanr countries do, any petuiderable investment 
of Capital for keeping them free from ice or any similar natural obstacle 
that would prevent their perennial navigation. "They are perennial stteam^ 
and have, in the case of sUch rivers as the Ganges and the Indus, the 
Hoogly apd the Brahmaputra, a water-skec^ ^hich.would also obviate any 
great capital investment for locks, w»rs &c. In the, hiU^ r^ions of the 
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Pecca^ it is true the watershed is not quite so propitious; but even there 
for securing adeqa^te navigatioq on the Kistnafend the Godqveri, t)}e Neera« 
and the ^heema, capital outlay of not eveh one^r cent of that spent on the 
railways would be required. Sir A. *Cotton, of great Irrigation fame, had 
stat®i, as early as 1872, before i Parliamentary Cdtnmiftee'.'— 

• * 

•‘My great poiift is that wljat India wants is water carriage; tliat the 
railways have complefelv failed^ ditey cjnnot carry at the price reijuired; 
they cannot carry the quantities and they cost the country three millions a 
year, and increasing^ to supjxTrt tlieiu. Tliat steam-boat canals ^00Id not 
have cost one^eighth tliift of tl)e railways; they wonld carry ai^ iiuantities 
at nomfnal prices and at an^' spwd; *id would re;inire no Jupjiort from 
the Treaean^and wonld be combing willi irrigation."* , ^ 

• « • . • 

"Po give an ernestsof his suggestion being practical and practicable, he 

offered, at a public meeting in Manchester in January 1^8, under the aus¬ 
pices of John Bright, to construct all the necessary »iavlg*tion canals In 
4ndla at a cost of £ 30 million all told. The principal lines he aimed at 
constructing wefe 4 : (i) Fifom Calcutta to Karachi, up the Ganges and 
down the Indus; {2) ‘from Coconadd to Surafup the Godaveri and down 
the Tapti; (3)h line-up the Tumbhadra to Karwar on the Arabian sea ; and 
. (4) a line up Ponang, by Pilaghat and Coimbatore, t 
• • 

But the interests involved on behalf of the railways even then, 
when only £112 million • had’been invested in the railway enterprise 
proved too strong fur Sir Arthur Cotton. 'I'o-day the state in India 
seems to be committed too tTioroughly to mating the railways a success 
willingl’y to consider any alternative in tran.sport, \Wiich, howeve‘ 

’ suitable to the Tocal conditiofts,' might conceiviibly jeopardise the financial 
position of their railw.iys. ,N’<it that tlic railways are a success. The 
latest committee on Indian railways proved just too early to escape 
from the fallacious profit-making asnect of the railways. But tlie Indian 
Retrenchment Committee has not.iiuite been blinded by the allegatmns 
of productivity of the Indian rai'ways. Even the Ac worth Committee 
of 1021 was obliged to note the* ruinous effect of the railways on our 
%mallsr river ports like 'Surat or Broach, and recommended that sp«:ial 
inquiry be made into the po.ssibility of inlafid water communications. 
But neither they nor even tiu: Inchcape Coramjttoe quite perceived^ the 
vicious circle of argument the railways were cheating for themselves. For, 
by killing all possible competition; destroying all ports except a few 
where their own terminal facilities made it convenient to concentrate busi¬ 
ness, they have brought about a congestion of traffic for a few centres which 
they have not the rae-iiis to handle economigally; while th® conditions of 
business for the other smaller centres are such as would’ not leave them 
Auch^profit on such business as they can get. On the one hand is the cry 

, ^ --- 

« * Report o< 1872 Queatioas 8429 «»4 8580. • 

t Op. HoM, Iitiia i» tht VHforifm 4‘J*t PP- s80-70. 
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qf conge^ion, w^ich means ppre investment on ro&ng stock and t^ 
improvement, under the present high prices.' On the ptlfer hand, there i$ 
insufficiency of profit on carrying small«loads for very short leads, which 
alone the economic «ondi 4 i<jns of the country c 4 n offer fjiem. If they raise 
the rates, there is the pifespect of killing the business that there is. Would ' 
it not be wise even now to reconsider ‘^the position ?< It is proposed to 
spend 150 crores on railway impuovedicijt'in 5,years. Half of that sum 
would suffice to give us all the inland navigation facilities we need on the 
rivers or flesh canals. In addition they would ctake offt^e railway that 
bulky but ch^p traffic, which it fioesonot pay the, railways to 'carry; but 
which being taken off its hands, would free its rolling stock*as well as line 
formore renfUnerartive work. The state is absolute master,Tor all practical 
purposes, of the railways in India"; and qan be rfade to be so also &f the 
navigated rivers a’fid canals. By adjusting rates so as to make'a suitable 
distribution of traffic on these two forms of transport, it could make each 


prosperous and profitable, and yet minister sq.bstantially to the welfare of* 
the country. The excuse of irrigation, requirements cannot avail against 
this plea, as Sir Arthur Cotton had long since demonstrated the possibility 
of combining irrigation with navigation canals, by k deeper cut and a 
broader surface. The extra cost would be negligible in proportion^ while • 
of the 80 odd million of goods tonnage new carried on the Indian railways 
30 million tons of cheaper traffic would suffice to make the cannals a pay¬ 
ing proposition in India; and, on the superior remaining traffic, rates could 
be increased, if^need be, to a proportion that would make the railways also 
pay. But would the Government dare the experiment ? 



Chapter XK. 

GENERAL EC6Nt)MIC CHARACfERlSTlCS 
OF MAKINB transport. 

exvii. ECONOMICS’?)F ocean’transport. 

• * • • 

As alr^dy remarked, !vh6n .discussing the e<»nbm 1 cs of intand w^er- 
transport, the^cvriage of goods by wAer is 'fcry much cheaper th^n that 
by land. Owmg^only to the lower resistance of the medium through which 
the vebidle is to be prof^lljd, the expenditure of energy il necessarily les^ 
in water tr|insport than in land, tmnsport. And what applies to inl%nd 
water communication with its artificially cut channels must apply wd^ still 
greater force to the carriers on the pu|)lic high-way of the ocean. But, 
bIsides the initially lower expenditure of Wergy, there tre other advantages 
in favour of water transport on the htgh-seas vwhich ijecessatily leave the 
balance of advanta§e| in its favour, so that wherever the altern|tfve is at all 
^possible the business will preferably go to the water-carrier. For on land, 
in spit# af the most laudable exertions in recent years for constructing 
through transconflnental routes, fhere is almost* every where the*difference 
in gauges and the barriers of frontiers and customs holises, which neces¬ 
sarily demand a break ®f bulk or of run to the grave jirejudioe of the econo¬ 
mics of the carrying business. *On sea there need be no such break of bulk. 
Providetf those who manipulate the business understand and practise the 
aft of properly Slowing the cafgo in the most^effectivl and the edbnomic 
manner, a modern ship can made to serve almost as well for small as 
for large scale operations. The railro.id, moreover, is fixed and can take 
goods only along the given route. The steamer is free of the seas, except 
in war-time when great naval powers try fi>. restrict the freedom of the 
seas for purposes of mutual destruction ; but even then the awakening of the 
international conscience, combined •with the invention of the most perfect 
means of guarding against the aeroplane and the submafine, has made the 
danger probably much less for future generations than it was during the 
last world war. An unduly large steamer may, indeed, be restricted in its 
trading radius between ports where there are adequate facilities of dock. 
room and loading apparatus at considera^le^cost. The Suez Canal and the 
Panama Canal, tesides, have imposed defiake limits on the size of the ships 
that could participate in the trade going through these channels—though 
the limit is large enougl^ exclude only the largest vessjj^ afloat. * Bi I 
for a vessel of moderate M2e,*say, about 7J00 tons groiS, practically every 
poft iR 4 fae civilised commercial world would be open, so that cargo could 
• he jj^en an ywhere fo/ a#ywliere. ___ • 

The Piaama Osnal would probably give piaiige to^he largeab ehip pow aSoet 
heiof *0A. de#p whUe a.8 Suez Odbara^th ii only ft,* ^ • 


These considerations have led io the evoiu^un m extreme specntusBiiaD 
In the types'off hips intedded for diferent kihds of trade. ° In th6 days qf 
Queen Elizabeth, or even, foathe matt»r of that of Nelson, there was not 
much difference betwefen lihe fighting ship and nhe merchantman; so that, 
at pinch, the latter coul^ be used to do excellent national service. As a * 
matter of fact, the East^ Indiaman of the eighteenthmnd early nineteenth 
centurj, built witfi ajjnosf ^qiAl attentfop.to sp^ed'* armaments and carry» 
ing capacity, Coi^d and di^ do service equally well ^as a merchantman or a 
man-o’*wa,f^ Bilt tOrday not only is the fightiog ship entirely separate from 
the dbmmercial vessel, * Isut in,both 0/the •principal types of'Ships there 
are agitin very important subdivisions. The navy must hate its capital 
ships an6t cruisess, its destroyers and torpedo-boat%and gunboats, jts sub¬ 
marines and aero-pltine carriers, each specially design'fed and equipped just 
to do f.he work for which ft was designed, not to mention the auxiliaries of 
hospital ships, colliers, transports, targets &c. The merdantile marine 
has its liner and trs^pp and trawler; the former again subdivided into* 
passenger bo.-^ts exclusively, ^ with h^vper-luxurious equipment as in the 
North ^tlaptic traefe catering for millionaires, or w,ith the more solid 
though less sVrowy, ^.more democratic and less expensive, fittings as in the 
, qew venture for the Anglo-Australian passenger trade of the White Star line; < 
or passenger and cargo boat mixed, plying regularly on, given routes for 
more or less assured,traffic. The purely cargo steamer is predominantly a 
tramp, which v^anders from port to port in search of cargo that it may get by 
chance. But even there it must and docs haA'e some' special feature to suit 
itself to the main business it may be meant for; e. a refrigerator equipment 
for vessaJs engaged in^he frozen metit trade bytween Australia or Argentina* 
and the European‘countries; or oil oarriage equipment, or any other 
similarly peculiar feature. In discussing the'relative economy of the tramp 
and the liner, it has been said by a recent authority: + 

“The tramp obtains edoiiomy at tlit expense of speed, while the liner's 
advantages must be ooniponsated for liy increased expenditure in many 
diraptions. From one nuWter to ont Ijalf the working expenses of a vessel 
consist of fnel cost, and the fitmiliiir economic {aw of diminisliing returns jfi 
also apparent in the shipping l usine.ss. Iloyond a certain point the extra 
speed obtained is not proportionate to the additional fuel rwinired. Thus, 
an immonseisteamer reaching a speed of 25 knots does so at the expense of 
twenty times the coal re<inired for a 10-knot freighter. Thg liner, there¬ 
fore, pays heavily for the privilege of making more voyages anhtaally and 
collecting higher freight rates* in addition, greater fuel space and engine 
spsoe must he pi-ovided at th#eSpense of the pi-oductive space, the sche¬ 
dule mnst he maintained regardless of freight earned, the oonstruotion cost 
of vessels is higher and the management expenses are great, for advertising 

* We leave oat of comideration, for the sake of slmplioity in argament, ttieh 
exceptional arcangemonts as the one of the liritish (loverntnent with the Uuoacd Jlomphpy 
whereby the latter, In consideration of an annual subsidy tro-n the British Adn^ialty, 
has agreed to build and maintain some of the fastest vessels hi the world, which eodld at 
pioob be converted into auxiliary cruiteip for service with ^e fighting fleet, 

t Hegel JtfartAaW Fesiefi p, 43. 




V traffic, offices mAt bajuaintained to handle the baii/ 

staff must be sjfficient to lianMhlJie largest Twlamo oi basineefe 
, Aongh P»rt of ibmay be idle in dnUe# ti^ X x x x The eoonomiot 
the tramp vessel may be briefly enmmarised as economics of (1) oonstmo- 
^tion, (2) navigation and»( 3 ) jnanagement ”• 
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we transport is best illustrated by the 


relatively srnall capital fequir,ed*fof«running a shipping-business. It has 
been estimared that the toAi capital inveSted in British shipping enterprise 
was £lo,964,io8Jn £‘1,200,000,000 supposed tohaig: lieen sunk 

in the British railways.+ According to ^ analysis of 98 sapping com¬ 
panies in the^^ number of the Fairway, for 1913 the leading sllipping journal 
in Britain, the total capital above-named earned an average dividend of 
per eftnt,, in addUion tft £ 3,344,643, lieing transferred to deprefciation account, 
Of the 98»(Jompanies:—■ * * • 

m- smallest of these com¬ 
panies was working with one 
.steamer only of i533„gross 
tons with a paid-up capital 
of £ 8460, while the largest 
had a tleet of 36 vessels, with 
an aggregate grok tonnage of 127,596 on a paid-up capital of £ 499,570,} 
Since the war, the capital bf the principal companies has been very consi¬ 
derably increased: and judging from the present conditions, it would seem as 
though the race remains with the large combifte, with a ■ piagnificent and 
, corresponding capital reswirces which permit the company^ not only to ob- 
•tain the best tAms from its fivals, and thus assure itself of a fair share of 
thtf carrying business, but alsp tp arrange and six)cialise its Jleet so as to 
meet most economically and effectively the particular needs of each parti¬ 
cular section of its business. On the other liand, the excessive construc¬ 
tion of new tonnage, undertaken t<*r^lace the wastage caused by the war, 
combined with the political chaos and economic dislocation now reigning 
in the most important commercial Countries of th-' w’oi ld, lias neceasarily 
•resulted in a slump, which once more holds out a proaiisin;; future (o, the 
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had ■ only one vessel 
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„ , „ two , „ 

11 

8 

» I, „ three „ 

s” 

II 

„ „ four • „ 

»» 

28 
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11 
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„ over 20 „ 
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* The same writer estimates that thouj^h the tnfmj) xcshcN may bo 25 tines at 
numcrowTas tho lino vessels, .the toUl tonnage lAtramj# vesK Is \h only 60 per cent, while 
the line vessels axount for the remaining 40 . » , 

t See Kirktidy and Evaae, Op. Oit. 

t The capital *c, of the principal Britinli Rteaiinhip comivmiea i», «wording to the 
lateat avaiUble balance sh^i)^ a^follown' . • 


* Vm» of company Capital and Debeoturea Value of ffleet &c. Tonnage 
White Star. • £ 8,449,000 £ 8,220,748 548,680 

• • 47.8,658 

Onoard £ 6,956,080 , 15,863,lie (290,814) 

,P. *0. • if, 1 *<#20,078 12,633,256 55*,709 





small but enterprising and weU^eqiApped ship-owner.** 
aferage-sfted, getferal-purposep cargo steamer'of to-day may be to 
be a vessel of some 5000—8000 tons gross (5000 net) wfth a carrying capa-' 
city of about looqo tqps aj| most, a length of ^80 ft breadth 63 ft. depth 30 
ft carrying a crew of soqje |o m*en. Before the war it wsfe estimated to cest 
£ 50,000 in round terms and will probabty co!t not fnuc^ more now. Fitted 
with quadruple expansion engines, it w*^d*need »-coal consumption of, 
65-70ton»aday, doing 4i knots peJ each tbn of fcoal consumed, or about 
ia-14 knot* Mr hour. It can earn well enou'gh—or efen better than a much 
larger vessel tgat may be freighted,fo dodireqt iJusmess—but'may J?e obliged 
to break bulk Snd ineur the additional ‘expense and 'delay offloading and 
reloading for imaSler coasting vessels, while its smaller riv^* of the type 
indicated will need no such expense. . ' < * <. 

•• * * » 

CXVIII. NB,W FORCES IN SHIPPING BUSINESS OROAhySATION. 

In the initial outlay of a shipping concern the question of the raateri.al”’ 
and equipment of the individual ship, as well as the total size of the fleet, 
is of the utmost importance. Its wise decision will practitally decide the 
success of the venture. The size of the fleet will depend', indeed, upon the 
nature and extent of the business expected to be handled; and extension may 
be made according to the development of the business, from time to time. 

A good deal of the business is now regulated among the principal steam¬ 
ship lines of the world fey means of the so-called Conference which guaran¬ 
tee regularity oftservice, and Stability of freight charge &c. We shall have 
more to say of ‘'these conferences, and their chief weapon-the Deferred 
Rebate System—when we come to deal more particularly with the Indian 
trans-marine trade. But here we may point that the shipping manager, 
finding competition from smaller carriers more and more irksome, had to 
evolve some kind of a working arrangement in order to prevent cut-throat 
competition. Two main forms of theSq o:ombinations may be instanced. 
The one—and historically perhaps the earlier—consists in a lateral joining 
up wftereby the prin ci))al lines trading fn .the same zone agree to work 

'* The oatelogue of qu«lifii>«tioD» expected of the small sbip-owneri of to-day, who ' 
meao to make good their poeitioj, is eulBoiently formidable to ne^ recapitulatioo for the 
veBtoreeome in countries like ours. 

' "The owner in the old days might worry but he could not fully control. Compare 
his position and respocsibility witl^those of the manager of a modem tramp Steae-er. The 
latter not only needs to know the main facts about steam, fuel, constructional materials, and 
t^ many items of knowledge, which ar* ne^bssary if he is to keep the vehicle he employs 
abreast of the times ; but he miwt know the exporting and importing oentres of tl» world, 
and the commodities available at or for rach. He must keep bis finger on the poise of 
many marked, so.that his ship or ships may be where they are wanted at a given moment, 
and not side-traoked wheo there is a bSom with consequent bign freights. The siaxieesfol 
tramp-owner must be a many-evded man, knowing just a little more than his average oompts 

tilor. This little bit of extra knowledge can only be obtained by the «eex< nfs"ss bnsftw 

it pays handsomely..Such a,mao knows but little peace. He must not miss a afn--le 

item of news connected with markets, freights, orqpe and p^actioo." This is an invent^ 
of absolutely indispensable kaowied^ whith India’s wpuld be shipping magnates wool^.do 
vrell to remember ( ' ■ 




WjjisIter.Utttef one flag.* !gven if the Ind^wdual companies retain thehr 
legal iadependendfe, the workin'fe is that ef a jdlnt'^nd single concern. Bm 
this form was not sufficient to reguWte and apportion the trade of the world. 
The BritisK steam-ship corapasies, doing n(farl;j Iwo-thirds of the world's 
carrying trade, first tried the policy of a shipping nring, but the ring was 
frequently broken and reformed, inclliding very often the breaker himself The 
reason why the earlier Attempts atidlose^trade agreements for pooling and 
apportioning traffic between the agreeing lines, at stable rates, faildfl is to be 
found in the ab^nce of any sanction in the hands of the contracting parties 
to enforcetheir arrangement upon thf shippers. To make tj) this defect 
they evolvedsthi Deferred Rebate System. The follovfing, defiijition of a 
Shipping Confe)tence- 4 as thb Ring is now known—and its rqethods of wor¬ 
king,bulled by Mr. S. N. Haji from Jhe Report of the Royal* Conjmission on 
Shippingdlings in igog, and embodied in his Indian Shipping Series, Pam¬ 
phlet No 3, efltitled the Deferred Rebate System, is silfficiertt to give an idea 
•pf this new force in the wojld of transport.! 

A Shipping ‘,‘Rmg” on “Conference" is 5 combination more ciTless 
close of Ship] 5 ing Companies formed for the purpose of regulating or res¬ 
tricting competition in the carrying trade on a given trade route or routes. 
The ^efsels employed by these cgmpanics are usually of the class known as 
Liners, ix,, vessels of high^class.and speed, sailing and arriving at fixed 
dates advertised beforehand. In addition to mail.and passenger steamers, 
they include vessels' which .carry cargo only and are known as cargo 
liners. In some cases, vessels which operate elsewhere anrf at other times 
as tramps are also emplojed^by the Conference Lines. 

• * • • 

• The operations of a Confcr«nce are confined to a particular trade route, 
that is to say, the engagements which the various companies enter into with 
one another only apply to the trade wjthin certain definite areas or between 
specific ports. A steamship company may be a member of several Confer¬ 
ences, but its engagements in one^ are independent of those in any other. 

• The^ombinstioo of thp P. ft 0. and the Britieli India Steam Navigation (JoijfW*'** 
•|S an in point. The International Mereaiitile Mjtine (Jo. ineludo. IhcnVhite Star, 

the Red Star, the American, the Atlantic Transport, the Leyland and the Dominion Lines with 
a total tonnage of over 1 million. The Royal Mail group controls nearly 2 million t^eud 
rolee the African trade. The premier German and Japahese companiee were slmTlarly 
combined.* • ' 

t The historical origin of the modern Digerred Rebate Systoijf has been thue traced 
by Messrs. Kirkaldy and Evans. Op. Cit. p. 306. “Daring the pre-submarine cable days, 
it bad been the role for shippers to allow the captain of a ship 10 per cent, of the freight 
to enlist bis good offioes, presumably in case of an^hing going wrong at the port of desti¬ 
nation, when only the man VIP tl>« 'pot could act. This percentage on* the freight was 
called primage. The misen <Wrs of the payment ceased, but shipping -dOmpanie* still ooi^- 
^ ch«rge» giving tJomefciioe* M an expUcation that it wls a paymei^ for the wm of tba 
sUp’s fcar in loading aa4 disolsuging oargo. It sras used, by some members of the rings, 
as#means of cfciwf an inincement to shippers Le.by halvtag the primsge, or by returning 
the^lei tbnethe net freight-was ohaifeed aqd the lOWoraof the agreement between 
metnben a ting was kept. Tly now .waspon of the omfermoe was not realiy primage 
itteU, fird it wil uadonbtfdly enggeeted by Miii practice. 



The ailiance is not one of steyn-ship companies^for 

fo their Operations within.a s/»ecifigd area, e « :;; 

The system of deferred rebates,- by \vhich t^e shipping conferences turn 
themselves into praclic^fy Wionbpolistic ancf generally anti-social organiza¬ 
tions, works as under:—* e ' 

> « 

The f ompanies issue a noticet or cirtslar tq snippers informing then? 
that, If at the end of a cetVam period (usualiy four o^ six mouths'! they have 
not shipped ^{ 00(13 by any vessels other than those despatched by Members 
of the ConfSrenccs, they will be credited with* a sum equivalent to a 
certain part (useally lo per cent) of the aggregate freights ■ paid on their 
shipments during'that period, and that this sum wil^bc paid over to them, 
if at the end of a further period (usually^ four bt six months) they have 
continued to confiHo tjicir shipments to vessels belonging to Mqjnbers of the 
Conference. The sum so paid is known as a deferred rebate. " Thus in the 
Indian Coastal Trade at the present day the ampunt of the rebate payajile 
is iftjxjr cent, of the freight paid by thp shipper. The lybates are calculated 
in respect of two six-monthly periods ending With the joth June and 31st 
December, respectively, but their payment to tbe shipper is not due until a 
further period of six months has elapsed ; that is to say, as to shipments 
made between the ist January and the 30th June, the rebates are payable 
on the 1st January following, and, as to shipments made between the ist 
July and the 31st Decr^mber, the rebates are payable on the ist July next. 
It follows that,in every insti-nce the payment of the rebate on any parti¬ 
cular item of cargo is withheld by the shipownerij for at least six months or 
more; and that, in the case of cargo" shipped on the ist Janu,ary, or ist July, 
it is withheld,for a period of full twelve^ months. If during either six- 
monthly period a shipper sends any quantity of goods, however small, by a 
vessel other than those despatched by the Conference Lines, he becomes 
disentitled to rebates on any of his slKpnjents by Conference vessels daring 
that p>eriod and the preceding one. lie, moreover, courts anotl^er danger. 
It is not unusual for the Conference line's to penalize a '‘disloyal” shipper 
by-refusing him space in their steamers for subsequent shipments. Fear of 
a possible ruin, therefore, prevents a shipper from patronizing a new 
shipping company. 

In order to pbtain the' rebate due to him, a shipper lias to make a 
statement on a form of claim pnesevibed by the Conference Lines to the 
e^t that he has complied with the conditions of the rebate circular, and, 
in the case of. most Conferences, this statement has to be sent within a 
prescribed period to the Shipping Company frow whom the rebates are 
claimed. If a shipper K'as shipped goods by more than one company in the 

* “Immoral in etbira, t..ifair io oooDOmicB, and almost illegal in law, tlte tel)ata,t*vitlt- 
hold by (he ahipinug oonvaaiee, lo gi^uraoteg the loyalty of abippere, orcatae • 
taoDopol}": Haji op. oit. 2. . ' . 
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CooiHNtOC^ i# cbUm^frotn ^ach of tbos^Companies the amount of rebates 
ioe upon his sh^ments in each case^ f ^ rebates, that is to^y, ar^ 
usually paid by the individual raemtjprs of the Conference and not by the 
Conference as a ^ole. In the ^ombay-Rangoon frad^ thp shipper has to 
forwhrd the following letter to the Shipping Company before he can receive 
the rebate due to hinj' 

• , "* 

Anne^d we beg to b&nd yob b liet 8 i our shipmentH of caigo eby your 
line of steamers to Bnugoon dArin^ itVmonf/is ending......on the freight 

of which we rjaim a rebate*of ^10 per cent, in consideration of owr*bot bsving 
made o^ held any interest whatevei^in ciher shipment from Bembay to that 
port by veesSls othei* than those belonging to tlie British India’Steam Navi¬ 
gation Coy., pd. anii^AsiatioS. N. Coy., Ld., during the past'twjl^ montljj.” 

* • # * 

The same writer has’examined,»from tlie stand-point of a frank antago¬ 
nist of the Deferred Rebate System, the alleged advantages, of the practice, 
and comes to the conclusion that in almost every instance ttie advantage is 
exaggerated. Tlvdh (i) the ssupposed guarantee of regular sailings was no 
innovation of the deferred rebate system. It existed before, and is, at \ggist, 
as much in th« iriierest of the ship-owner, who is enabled thereby to cut 
down to the minimum the time wasted in docks for loading and unloading, 
as in that of the shipper. The latter has often a periodical or seasonal 
business,—like that of the rice shippers from Burma,—which makes them 
a nxious, not so much for regular sailings throughout the year, as for ade¬ 
quate sailings during the season. By fixing a rcgulan schedule of sailings, 
the ship-owner is able so to dis'pose of his fleet as to make ij earn the most 
from offfseason traffic all the year round. The fact that thw United States, 
after declaring shipping combinations illegal,' has in no way suffered from 
any irregularity in their shippipg* service is sufficient evidence of the need¬ 
lessness of the new method for ensuring regular sailings. Finally, the 
regularity, even such as it is, that can be directly traced to the new system, 
is a regularity between certain larg3 p&rts only, with an entire cessation of 
service to other less paying ports or the inconvenience and expense of 
transhipment. (2) Similarly, stability in rates of frefght is an advantage 
more for the ship-owner who does not suffer any loss even in,time» of 
depression, thanks to the fixed freight charge ^cured by the accumulated 
rebates, than to the shipp r. (3) The claim to supply better class of vessels 
is of doul|(ful advantage to small traders, apart from tlie fact that superior 
class of steamers ply in regions where the?e are no conference rates. (4) 
The uniform treatment of the strong ancithfe weak by the Ihip-owner would, * 
be a marked advantage for the small trader,—particularly in contrast with 
the rulway practice of charging what the tr^c can bear, which results 
in undue preference to tffe richer as against the poorer trtder,—could we 
but believe that the freight fixed by the conference lines was in accordance 
wit^be marginal utility ot the business, and ^ted to the ability of the 

smallest shipper to pay. Besides * , _ ' « __ 

*t>p, BUppi^ As( oi ISlSlw uMod6d,bj the Moehub Marine Sot of 19^. 8, 14. 
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doaffrence lines gfve preference to Government 
And, notwithstanding ^otrsts, to certain favoured mercUhnts 

• * 

f; 

But, however ^jurjpus these peculiatities—and a few more of the 
same ilk—of the conference system may seem to the onfeider, the lines join¬ 
ing in the conference system seem determine to maii},tain it To than it 
spells greater economy not only in elinjinkting ctihipetition, but also in 
greater ability in a better organi^tion of the flfeet. The Mitfbrity Report 
of the Roya^ Commission on Shipping Rings did, indeed, feel it an 

economic disadvantage that th^, conferenfce' System led to an .inflation of 
tonnage beyo'nc^the economically profitable levelv 

“The trads reserved for the, liaers of the Oonfereroe is not bron^t under 
one mrfnopoly^ It is divided into a ntimber of local sections, each section 
being the subject pf a separate monopoly. With a trade •wl|ioh'' fluotnates 
in magnitrtde from year to year, the supply of ships tends'to increase to 
the extent which will enable it to deal with years of maximnm trade and, 
consequently it will be in excess in the lead yeara When the trade is 
^ivid^ into two sections, each served by a separate class of steamers, the 
tendency will be to provide a maximnm tonnage for each section and the 
aggregate of the two maxima will, as a rule, bo in exeess of the maximum 
that would be required if the whole trade werh equally open to both classes 
of steamers. In the same way eaoh Shipping Ring, having a moropoly of 
a particular section of the shipping trade, will be under a temptation to 
provide, and will generally provide, the 'number of steamers required for 
years of full trad^in its own particular section, and will have more steamers 
than required for a year of lean trade in that section. The aggregate of the 
shipping maintained by'hll the Shipping Rings will, therefore, exceed the 
aggregate that would be necessary for the samp trade under a system of 
free competition and there is conteqnent waste.” 

But the ardent advocate of the conference system, and of the monopoly 
it engenders, would only regard this as a hint to organise the conference 
more effectively, and weed out its mqre uneconomic features. In proportion, 
however, as the conference develops, and its monopolistic hold on the trade 
gets confirmed, the, merchant must guffer. And if he succeeds in shifting 
thpt; burden on to the producer or the‘consunjer of the' commodities he 
deals in', the community will have to pay the piper. That is one of tfie 
reasons why many powerful communities, like the U. S. A. Australia 
Sdath Africa, France, have legislated definitely against the Rebate System 
and shipping monopoly; and the two former have even undertaken collec¬ 
tive shipping to do the carrying trade for their own people. Transport 
' facilities in fine, under present developments, do not result in an nnmjxfd 
gain to the community, which is, therefore, groping in all countries at 
finding ftieans tfl retain the advantages and djKaadfthe disadvantages. 

CXIX. NEW FORCES IN SHIPPINO BUSINESS EQUIPMENT. * 

But if the char^ ^cted in the.organisation'of the shipfung bpShess 
are great, those in the equipmeiit are not an iota less important. In fact, 
* Haji op dk p. !•. . , 
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itistiieliittarcoAributed to the evoludtm of the 
forawr^ Thus only sixty ye^.ago the t^’oyh^ world's tOcean «arryin|| 
business was d(me b/wooden vessels propelled by the natural force of the 
wind; to-day the sajl tonnage is barely lo per cent Jf even so much. * 
Evdn apart from flie superior regularity \>f the ^eam vessel in service, 
resulting from its Kighef averSge* speed, the construction rrf canals, like the 
Suez and the Panama, made the jatling vessel at a great disadvantage on 
the principarand most pa3«ng lihds of \he world trade-routes. J^or, the 
canals could not toleratfe being blocked up; and a sailing vessel qpuld never 
guarantee proraf>t and r^uWclearing.^ It was this disadvptage of the 
absence of a scjirtrollable motor-powir, which made th* real •economies of 
a sailing-vessel insignificant For though its motive powef cpSls notWng 
whiler fuel provision may absorb anything, upto half of tl\,e "total workiag 

expenses of the vessel; while it has practically the who]? space available 

for cargo or yofit-making business, as it wants no idle roqm for boilers, 
•bunkers, engines or shaft which in a steamer occupy from one-fourth to 
one-third the hull capacity f and though it needs a relatively much smaller 
crew, t for want (^f I'bgulariiy in service the sailing, wooden vessel seems 
to be doomed; Wljether the combination of wood in construction for 
material—wood being much more cheap than iron or steel-add some motor 
engine «b guarantee regularity of service and speed, will revive the wo^n 
veLl, and permit it also to makp use of the wind-power, is a matter which 
oueht to engage the most Mrious attention of those who would build up a 
coLiderable mercantile marine for themselves, but h^e yet got no ad^uate 
iron atul steel resources of their own to make it* worth them while. But as 
things stand, competent dbservers are inclined to believe that the ailing 
' V-ooden vessel fs not entirelyW of upe to-day ayd for the immediate future. 
In Coasting trade with low grade traffic, where the abseiKe of definite 
tonnage fails to attract steamers, the sailing vessel still holds its ovm. In 
emergencies, again, like that caused by the submarine terror during the Ust 
war, the sailing vessel may come iittfe its own.t Wherever the initial invest- 

AhefoIlowS^pro^r«ou.oldi^erent kind, of ve..el. «o given in the p«ro«t.go^,rf the 
totel gtoM tonnage of the world; 

Power 

Sail • 

OiWlntornal oombnetion) O tT 2-35 

^for boiler. ^ . 

..dllno vesael of 2400 net ton. might require a orew of 34 ol whon 92 are w 

wi. f.^r T.Mlar .hipped a crew of 38 of whom 11 were Hmmen and 17 
n Lai oal^. On a la^ and .low rteara vowel the orew may average m 

low ai one njM ^ 10 o'11 Thewme writer mentHfci. the biggwt built 

* 7 -a.a. 

oiyn»w.pa».w^<»wj^ft that per»d, the wooden wiling vwwl. 
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ment is a consideration the«old%pe sailing-vessel would be preferred; 
Vhile fcfr some kind of bulkjifcarge,—e. g. coal, lumber, gtain,—it ia undeni¬ 
ably more suitable. ^ . 

But the iron vessej' Was Its own advantages, which has made it the 
predominant type in the modern ocean carrying trade of the world. It is 
lighter than a wooden vessel; for in,every looetons of displacement,,a 
wooden ^hip must give 40 for hiil and ‘fittings, leaving only 60 for cargo 
carrying gapaci^; in an iron ship the proportions" are 30 :70 respectively. 
This joinecfto its superior structural stren^h and resistance to ^|ie ordinary 
dangers on a voyage, not to mentioli its capacitj' for ain^st unlimited 
ex^ansiorf, t^e Iron steamer naturally took the bulk yif the lousiness from the 
wooden ship.' ^nd the same reasoning in a cpm'ulative form 1^ to the 
replacement of irojn by steel in the cortstfuction of vessels. * T^e wooden 
vessel may have a future, if the Diesel or any other interoCl combustion 
engine could te economically fitted in it; but the iron vessel is doomed. 
The latest improvements in the construction 'and economy of the marine 
engines seem to make steel vessels mdre than ,ever preferable to the old 
iron tubs. , ‘ • 

But the greatest question at present in the matter of ship-equipment is 
the question of oil versus coal for supplying the motive power. The large 
vested interest of the .already existing tonnage" motived by coal, coupl^ 
with the additional c«st of converting the coal-burners into oil-burners, is, 
indeed, a great drawback- against the immediate solution of the 
question, t Bu 9 the admitted economy of oil fuel renders it incriasingly 
more popular and more extensively used, till'the U. S. A. Shipping Board, ' 
programmed to have 10 million tons deadweight capacity, proposed to keep 
only one-fifth of this tonnage as coal-burners and the remainder as oil- 
burners, J while practically the whole of the British navy goes over to oil 
This latter was hastened by the eases', vuth which oil-fuel can be taken 
aboard in mid-ocean by simply running a hose between the tanker and the 
war-thip. The relative quickness in loaKliog the fuel assists in economising 
time even, to Merchant Vessels, while the simpKcity of control, the clean-* 

* The following tonnage figures of the difforent oonstruotion materials in the world's 


shipQlng are quoted from KiegeJ. Cit. 

'■•tn 

Steel. 


'■In ^ 

million 

tons 

1890 

7-053, 

.10-517 

4-435 

1900 

4-009 

> 7-898 

17-508 

1910 

2-544 

4-548 

34.728 

• 1915 

1-920 

8-353 

43-918 

. 1919 

U. 

3.513 

2-294 

45 11,U' 


t " Sometime ago the ^ew York Ship-building Company purchased two 6000 ton 
•teamen from the Dnit^ States Shipping Btnrd, for conrerdon, and the 6rst of thou will 
shortly be ready as a inotor-sfalp. x x x x It is understood that the veasels-were pnndm^ 
at about £ 3 per too deadw«gbt*’and that the ttpal cost, inoludiog the purobase prioi^^l 
amount to rather under £ I6 per toa" Tie Time Trade Svp^mmt, April 88, 108S. 
t Gir. Biegel, Jftnkanl I'sssit) p. 118. ' '' • 
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liww in operating, £(hd e^en chea^e^ in (^ost made the oil preferred for 
tba.tramp as weM as the liner.* While tjie b^kar place teservetf for coll 
redhces the carrying capacity of | vessel, oil may be stowed away in any 
place that may not suit casgo pf a given type, ^tua^y also, the amount 
of Space occupied By oil fuel ij less than that wanted by coal, it being only 
6o per cent, of the Qpal tuel to do'the same amount of the work. * Oil being 
.50 per cent, more efficiint, in cbn|rtjuence, as the vessel can carry greater 
fuel on boai^i without affecting her cargo space, she would be abfc: to make 
longer through runs wfth^fejver stops, unlike as was necess^j^s before for 
coaling, ffhis will obviate th 4 great dpculties—which nc^ infrequently 
generated pctkllcal complications ofthe most serious type—involved in the 
search,for con^nientSfoaling stations by every ambitious maritime power, 
though we cannot quite,pay that the ambition to controUthe oil out-put of 
the world does not find a place hi modern politics. Tha.oil-drfven vessel, 
finally, has Ihe greatest economy in the reduction of the working expenses, 
* being able to dispense with a whole lot of firemen and stokers, the saving 
*in their board aW wages alone would be a sufficient temptation for conver- 
siotrfrom coal to oil, and from steaming to internal combustion ; while the 
additional spkce obtained by this economy could be used for passengers or 
cargo, as the case permits. The following calculation of saving by oil on 
one *ot’ the largest steamers the world is as painstaking as it is 
interesting :— t . 


* The actual ecouomy is much greater in au oil-driven mo|pr ship than an oil-steamer 
at the following from the 7’iraer Trrjdt Sr*;<#Ve)ne«t of ApriJ 28, 1923 proves : 

“The first of these conversions will be completed in the course ofsthe next few weeks. 
The vessel in question is the Seekonk, a craft of 7,800 tons deadwoifht, wliose original 
■ jnstaiution of oil-fired boilers and tgeaied turbines gave her a speed of 10 4 knots on a foal 
consumption of 27 tons daily. A four-cycle* long-stroke eagino of the Burmoister and Wain 
tyii built by William Orarap aud 3an# Ship and Engine Building Corap*y, hat now been 
lulled. It develops 2,300 i.h.p, or 1,800 b.b.p., and is orpeoterl to propel the vastel at 
the same speed as the geared turbine plant on a consumption of 7 tom dsily. If tbit •ntl' 
mate Is realized there will be a aavlog o| jo toai of oil per twenty four houra. Mors 
over for the same radius of action it will bt»{*8tiblo to carry nearly 1,000 tons more cargo thaa 
with the steamer burning oil. Actually, however, the radius of the motor ship will bo 
greater than that of the steamer, and the aiditional cargo capa iity will bo in the neighbour. 
hood of 600 tons. The engine is of a standard design now being built both in Denmark ajd in 
\hls country, and. having a spe^ of only 85 r.p.iii. and is specially adapted for •singfo-sore* 

ipije following comparative statement of the crow for a ship of 10,000 tons dead¬ 
weight according to difi’erent types of fuel and engines is most ihstructive. • 

, Crew required. , 


Fen Diesel Engine. 
Chief Engineer 
Asst. „ 

Oilers 

Wipers 

Storekeeper 

Hsofaii^st 

Electrician 

/ 


For Oil-Burner Steam-^Engiue. For Ooabfiumer Steam-Engine. 
I Chief Engineer • 1 Chief Engineer ... 4 


3 Asst. „ 

3 Oilers 

* 8 Wipers 

1 Storekeeper 
1 Firemen 
1 Deck-engineer 

• Water-tenders 


3 Asst. 

3 Oilers • 

3 Wipers * 
1 StorekeepdP 
3 Firemen 
1 Deck-engineer 
9Water-tenders 
*Coe> pnnem 
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“Thif TCMel [the Matir«^ial*oon8iimM abovi 0 O 9 toiis of codi'por ia^, 

‘ fad band at the rate of p'tone per hoar, so'that a roiind trip reqnitea 
poviaion of about 11,000 tuna "By the use of oil aboat 3800 tona of^ uanid- 
fnal would be aubstitated for the coa^ all of which could be carried in 
donble-bottonftd tank^ and^tbe apace otheiwiae occupied releaaed for 
cargo, the reoeipta WQul^be mcreaaed by at leaat | 39 , 000 . But in addi¬ 
tion, by mechanical firing, the stokehold''fofoe could be reduced from 312 
to 80 men, a force adequate to attend^ to qil-bnrnqra ahd regulate the feed 
water, releasing space for about,J 200 t'h^^ clas^ passengers. At $25 per 
head %is would add $ 5000 to the income. Fnrthermo/e, with coal 
firing, it is neoessary to draw about 32 of the 192 furnaces every watch 
to removd clinker and for general cleaning sb that the aggregate energy 
is reduced from 68000 horse-po'wer ti’ 58 (^ horse-power. By oif the steam* 
raising^oapafiity'would thus be increased by over 15 pA 'cent., which 
•■would save 8 or -10 hours in the voyage. At present^ large force is r^uired 
to bunker the,coal, and 20 hours of time are pona«m^ in the precesa, 
while with oil, the fuel required can Iw taken on In 6 or 8 hours without 
dust or noise.' 

r ' ^ ^ 

Oil, of course, has, no doubt, its own disadvantages, such as relative ‘ 
costliness compared to coal, and the absence of suitable fuel stations.' t 
But the high price of to-day i^ largely Sue to artificial ,considerations as 
well as the inadequate exploitation of the oil regions ol the world, 
not to mention the possibility of oil-distillation from coal. The price may, 
indeed, be still further increased by the development of monopolistic!'c'bndi- 
tions, though the existence of marked international rivalries seems to be a 
sufficient guarantee against too stiff a monopoly. We have already referred 
to the possibility of power—alchohol from vegetable sbbstances, which must 
also mitigate tht hardships of a monopoly in the mineral oil. Thf. fuller 
exploitation of all sources of oil fuel will, ,it may be hoped, result In a 
reduction of the price, that .would offset this temporary disadvantage of oil 
versus coal. And even while this disadvantage lasts, it cannot altogether 
counteract the other resultant economics in space &c., which even now 
makes oil so much more preferred that in every important fleet considerable 
projects of conversion from coal to oil "are in hand. And as regards the 
diffiojlty of insufficient fuel stations, tha|^ is only a matter of time. With 
the more extensive use of oil the fuel stations will necessarily follow as 
economically disposed as possible. For the present, the point already 
noted, vis: that the larger radius of operation possible for an oil-burning 
ship'with internal combustion engines would render her independent of the 
ne^ to have a large number'of coaling—or fuelling—stations en route. 

a 

CXX. FACTORS IN OCfcAN PReiQHT-MAKINQ. 

During a stage of transition, when the whole b^iness is passing from 
one kind of fuel t& another, it would be difficult to set out fully the main 
considerations that might be alleged to effect the ship-owner in making oui 

• Kegel op. oit. p. IM. 

t Tbs nrtos of petrol wse 18 aooaeb gsiloa iu ^mbsy in 1917-18, It is now ^ 8 
fK galloo, and wst lait year as muofa ae Be, 8-8, * 




Ms fireiglit charges, f^or items relating the cost of prodnction are M 
shifUng. The c(?st,-,indeed, not quite a id®cteive facfor, as it is really 
insignificant Take the case of a ship of 7,000 gross tons with io/xm 
tons dead-weight capacity. With the most qptodq^e glared turbine internal 
combustion oil-burner engines^she would need aixmt 15 tons of oil a day, as 
against 60 to 70 toas of coal on i quadruple expansion, and costing about 
^ 50,000 to £ 60,000 t(J make. ’ creyr would be about 13 men all told 
costing £ 25, let us sa^, per day, to about 45 men if she is a cdhl burner 
costing £ 65 pej day. Letf jjs put the working cost of a rougdh voyage of 
12,000 knots for such a ship as*.— 


* ' ■ • m 

Cq^t of wcffcing ^ 7,500 ton (gross) boat costing Rs. iolbo,ooo^n a 

round voyage of i2,odb qautical miles taking 20 days each way. 

* • * 


^ith 


Cual. 


Ks. 


With Inturnul cWnbuation oil-engine. 

Re. 


4 -Fuel @ 60 tons per day aq,d 

Us. 25 a ton' ... ... (iO.OOO 

2 Wages for 2 nioptlisfcrow 1^.)60|000' 

3 Stores •.6,000 

4 (Suez) Canaloharjes ... 20,000 

5 Harbour dues, Ke))air8 (fcc. 20,000 

6 In&rhst @ 6 p^r cent. ... 10,000 

7 Depreciation @ 5 per cent. 6,f)00 


Fuel @ 15 tons l>er day (oil 

Its. .50 a ton) . 30,000 

Wages (crew 15) ,*20,000 

Stores ... ... 2,500 

Canal cdiargos... «.20,000 

Harbour dues, Repairs Ao. ... 20,000 
Interest (A 6 per cent. ... 104)00 
Depreciation @ 5per cent.... 8,000 


Total . ... 1,82,000 , Total ... 1,08,500 

IMhe vessel carries }o,ooo tons there and back at thc/swest freight of 
> £ 2 per ton fqj such a voyage and liack, it would earn in freight alone 
* £ 20,ooo-.Rs. 3,00,000. On the b*is of the cost, the freight will probaWy 
be from 2/3 to one-half of tlte lowest old freight scale; and, by graduating 
in the scale according to the value of the traffic, there would still bo a 
margin of profit for the ship-owner.^*A steamer doing four such voyages in 
the course of a year will lift 80,000 tons; while, with 100 such steamers or 
motor-ships, most economically employed, practically the whole foreign 
, trade of a country, like Iqdia, could be accomplished. ^ . 


But the cost is not the only—nor of even the most efective—ewsidw- 
ation in freight quotation. The element most decisive is the avail^ility 
of business. The existence of Conferences and the consequent limitation or 
regulation of traffic has made the carriage of goods by sea an effectively, 
close corporation. The old lines have’fixed their freights, not according to 
considerations of the cost of rendering the service, but rather according to 
those of the maximum gain to themselves. • With the nj^nopolirtic condi¬ 
tions, they necessarily fix the freight according tothe Uw governing mono- 
poly prices ip econcimics.:r-which means such rates as would bring the grea- 
profit to themselifes. And on unites where ^ ^erence lines havnno 
fasting, the traffic is either tqo poor, oft<M intermittent or too, muob^ 
of Uk way to tempt^any but the poorest kind of tramp steamers to go u'ni 



that. There are c&ses, indeed, involving ver)}, conSderable tonns^e and 
quite reghlar traffic, where tl^ Conference lihes have no Standing whatso¬ 
ever. But these are cases of State subsidised fleets, Ixjth in construction 
and in operation, as, fpr^insjance, in the case of*Japan or France.* 
Whether, however, competition exists or po^, the ship-owner has in every 
case of open business to consider the extent of freight.evailable—outwards 
and homewards—and see how f^r ultimately his cost would be coveredr 
Wherevef state aid to shipping is intensive enough, the ship-owner carrying 
goods to sKc{i places must contemplate the pgssibifity of empty or half- 
loaded vessel on the return voyage,; and so the freight earned outwards and 
back will have tp sihTice to make up the cost on both voyd^s. Again, in 
countries exporting principally manufactured goo<^, which, thoigh very 
valuable, are not'bulky enough to give a full load to the total shipping, 
the balance must be found in some cheap and bulky articles, if the'ships are 
not to go out inoufficidntly loaded. England, until quite recertfly, used to do 
the greater portion of the world’s ocean carrying business. For herself sh^ • 
was largely an exporting country of manufactures; the balance of Her 
shipping was, however, idle left not by the po'Ssibility of immense •coal 
exports aggregating hundreds of million tons. With thn advent of oil, that 
position would have to be recast. America, with two-thirds or more of the 
world’s present oil out-put, is in a position most effectively to capthre that 
business. Unless, however, a country is in=a position to provide sufficient 
cargo for a round trip,'the national aid to shipping will te considerably a 
waste. Moreover, in these ^ays, when the leading co'inmercial countries of 
the world are iiife^t upon developing an export trade as largely as possible 
in manufactures, the outward cargo ■may be cijsily available for a national . 
mercantile marine; but on terms that may not be paying at all. The state 
helps shipping, so that shipping assist the coilntry’s industrial development. 
In that case ship-owners, helped by the state, would be expected to quote 
terms, which would have to be framed, not so much with a view to yield 
the greatest possible profit to the ship-bwner, but rather so as to render the 
greatest possible service to the industry, The practice of quoting through 
rates, rail and ship combined, from the point of origin in one's own country 

t Tha ByBfceni of state aid to oatioDal shipping has been very', compaotly summarised 
In Mr B. N. Baji’s, pamphiti No. I of tho Indian fihipfnng Serioi oniUUd State Aid to National 
SUpfiing, vberein he points but that even in the fraetrading country of Great Britain offieial 
aid to shipping is not unknown, even though the Navigation Laws have Been .abolished. 
Under the existing regime, this aid takes' any one or more of the following forms; 

(1) AppropriaUon for naval Keavryes) 

(8) Admiralty aubvention; 

(S) Oovemment loan at low rate of interests ; 

(4) Mail tubveotiont; 

(5) UoloaiaV:!;(ibveationa; ^ r 

|S) Indian snbventionr.. 

In IVano^ bounties on oonstrootion, ^uipment, navigation and shipidog ars^ fci addi¬ 
tion to mail and other auhventioi^ payment of SuasOa^ does, pcefereotial railway rotes and 
rtssrvaMon oi eositing tradf; while ia Japan the same series of bonnties is repeated, tha 
United States is the latest and the most determined n^on to develop a riiippiagesi 

a vast toaie spending Mmetbiag like 8d mUiion dollars pdr year to enoourage this work, . * 
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to tbe <lestination of the goods, io an instance in point, whereby hotil 
the rail|,way and the ships afe ipade to foregh a sl^re of th^r notmol ecoiuiN 
thicipTOfit for the benefit of the general tiatioAal industry, for the building- 
up of a jarofitable branch of one’s export trade. Another s^ch instance may 
be found in the alternative given to the shipper‘td pa^ freights according 
to actual weight or cubic spac8. ‘ftorty cubic feet are taken to represent a 
^on of weight usually; but articles, li]ie agricultural instruments, for example, 
may take up a great deal of«space<^ confparatively very small wpight. If 
an alternative is given to the shipper, he would, of course, choo^ the rate 
most profitable ft himself,*whiqh would thus encourage his iiftustry, even 
though it may aot be paying lo the ship-owner Manufjcture<f goods, there- 
fore,-though reI|tivelytaore valuable per a given (juantity than* the same 
quanWt;f of raw materials, ,or food stuffs, or fuel,—and, as sych, admitting of 
some differential freight-c^argin^on the ra’ilway model ^of chatging what 
the traffic ca»wbear,—areyet removed from the sphere, of sqch charging by 
•definite state regulations to the contrary. What is lost in this way may-or 
miy not-be made up by th« subsidy or subvention or any other indirect aid 
offer®! by the same state to, its national shipping. But the fact regfi^ins 
that the present organisation of the carriage of goods on the ocean high¬ 
way makes the avaifability^of traffic—’and the local considerations affecting 
it—the most decisive factor in fre^ight making. 


The cost of running the volume of traffic, as well as its nature and 
conditions, are thus tpe main considerations to-da^ in freight regulation. 
We have called above the cost of running an ieisignificant ,factor; ljut the 
remark’must not be misunderstood as though we considered the cost of 
‘ operating as not even equalno fixing the lower margin for the freight 
qu^atioL Thus reductiod ityepst brought aboht by the substitution of oil 
for coal must and will certainly have an effect upon the freights all over 
the world; as also the reduction in distance between ports by the cutting 
of canals. * But against the lowc^ .’dmit of the freight quotation afford^ 
by the cost of running, the higher limit must also be considered. It is made 
up by the value of goods to be carAed and the regularity or otherwiM of 
♦he traffic furnished, tentpered by the existence of competition or of,the 
conference principle, or finally, of state condiUons of national mercantile 
marine development. Between the two there-is room for con^b * 
variatioik; and the problem of freight-making consists infixing the liihits 
rfthatwiation. In the next chapter we'shall apply th«se conditionsjo 
the special case of the foreign and coastal dhippmg for thf carriage of goods 
to and fro India. ___ 

H 



ChapteivXX. 

OCEAN TRANSPORT AND INDIAN tRADE. 

« 

CXXI. REVIEW OF THE INDIAN jRAlQ^f-JliARIfSe'CARRIAO^ OF GOODS. 

The infcKitiation relating to the occan-cvri^ge of goods to and fro 
India is of th^ scantiest description in ouV official^ records and publica¬ 
tions on the sub.iect" The latest available review of the tfada of India * 
do*, indeed,'discover the fact that in considering thj/statistics of imports 
and Exports, “it 'has also to be remembered that tUe freight and insurance 
charges ap^ar in<he Import figures, and n'ot in the Export figures.” But 
though they havt reahsed at last this peculiarity of all tradt^^figures, they 
have never made an attempt at estimating, even approximately, the actual' 
freight charges—or the “Invisible Imports” paid for by India‘.'’t The detailed 
figurfft of the trade of India also are most disappointing to any one desiring 
to find out thq total freight charge paid by this country to foreigners for 
want of a national mercantile marine of her own. They give us quantities 
in a medley of form that is too bewildering by its sheer variety to lie of any 
use. .And even if one sat down to reduce this jupgle of quantity figures to 
some kind of a common denominator, it would still be impossible to work 
out the freight bill. Pot thpugh fairly reliable freights are given by the 
various Chambl^rs of Commerce as well as by Government publications 
above-named as regards the outward freigl^its from Bombay, Calcutta, 
Rangoon or Karachi to a mumber of ports, wc .have no means of ascef- 
taining the actual freights inwards to Indian “ports. The English papers— 
like the Statist or the Economist or the Fairplay —give a general freight 
index which is no indication of actual rates charged or chargeable 
upon the Imports of India. At most We get coal-freight from Cardiff to 
Bom.bay &c; while there is some sort pf an understanding between ship¬ 
ping,com panics and the piece-goods merchants of Manchestef for a uniform 
rate. For all the other coqimodities we have practically to guess. 


" * No. 1753 of the ComnAircial lotelHgonce Department of the Oorernmentof India p. 1, 

t There ie appended in every anqual trade review of India a chapter ank tnMe relating 
to the Balanet of Trlkde; hut. no place ie found in that balance for the invisible charges of 
,freight and foreign investments. Tne Sfibjvinod table supports the contention for an imme¬ 
diate reform in this direction. In Lakhs of Rupees. 


<• 

Pre.W«r 

ivemge. 

i War r 
avwage. 

1*931-30. 

1930-21. 

1931-38. 

«. 

• 

Exports of Indian merchapdiso^ (private). 
)te-expo«As of Foreign merohondlst 

-)-S,L«,60 

+ 3»IS,97 

K * 

+$,18,38 

+3,40,01 

+?.^il.88 

(private) . 

-fi 4,611 

-P8,H 

! +17,78 

+ 18,04 

♦+14,06 

Importe of Foreign merohondise (private) 

-1,46,86 

-l,47,80i 

-•i,oe,80 
* • • 

*8,St,60| 

-%e6,»4 
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CXXIt THE PREiaHT tfiLL OF INDIA. 

• . • . . . 

The problem of liftding the freight Bilf of Iitdia is thus doubly difficult. 
We have no adequate,, offici^, miform quantity figures f^r the imports 
from*India.* And we lack any detailed infdVmatio^ as*to inward freights 
on imported goods. JheTollowfng'estimate, checked, in so far as it can be, 
by the subjoined table, isiworth reproducing;— 

• .At 

“The total exports «{ merchandise from and imports into India *may ho 
estimated at ^600,000 and 4 , 6TO,(X)0 tons. The freight rates tfi*m India 
being taAen at 22/- shillings asoording to^e hgnro of the Loyidon Jicuno- 
milt, we g|^,the export freight at E 7,260,000. As regards Hhe impoHs, 
an average f^'eightlyf .30 shillings per ton ( the freight f«r Ciwdiff coal 

Bombay being ahfct 15 shillings tlironghont the year ) givjsS a totaf^f 
£ 6,900,000 as gross fiwtght charge on the Indian imports. The two together 
make £ 14,160,000=Rs. 21,24,OO^OO. * 

It is wor^h noting that the figures arrivisi at fronf the'xetnrns of the 
values of merchandise in the foreign trade of India corroborate the above 
figures. The total value #f the foreign trade of India amounts iu round 
figures to Bs. 520o;rores, 300 crorte being exports and 220 lie/iig imfiorts. 
It is usual J;o regard 10 ]^r cent, of the value as sullicient to oovef the 
freight, insurance, commission Ac. ( Hobson in tho Kcunomica) Of this, 
however, according to Sir Robert Qiften, 24 per cent, should fie allowed to 
inSufance, commission Ac. thus leaving 74 per cent, of tho value of com- 

_ • • 

(OontiDued from p. 426.) , « 


(i) Balance of trade In merchan-, 
dite .• ... 

Gold (private) ... ... .I 

Silver (pr^ate) ... ... ... 

>(a) Balance ol traniactlonf in Irea ! 
* anre (private) ... ...., ...j 

C'ouutil Bills aud Xelegraphic Traa^eiy: 

paid in India . ... ...I 

Staling Transfers on London sold iol 

India. 

Transfers of Government securities ...! 
Interest drafts on India in respect of Gn.j 
vemment of lodia securities ... 

( 3 ) Balance of remittance* of funds.' 
Totat visible balance of trade. 


-h78,X7 -1-7S.3» 
—28,87 —7.*1 

—7,21 —2,99 

-l-i,'JD,a6 
-10,97 
-1-16 

.- 77.85 

1 -b8,8S 

1 

—30,90 

-h*,79 

-14,9* 

—g6,o8 — iP,8p 

-|-io,8j 


-(-ia,i6 

-41,3.O-St,30(a) 

—86,81(f/)^ 

• 

... 

-fS -(-6,fl0 
s.i-87 -38 

-|- 18 ,*s; 
— 1,34! 

+ 28,55 

-b’b*s 

j _44 —30 

— 4*,6i -30.M 
-4* -35,37 

• 

5-28 
-19.8 5 
-b98,*9 

—2.1! 
+ 97.7* 
- 48,60 

-27 

-(-*1.36 

-3^8o 


* The number and tonuage of vessels eoteriog aod leaving Britisli iotlian ports is a 
guide, which, however rough, might give some idea of the vsluiifc of the business. 

* Entered. 

No. 

Pre-War Average... 4316 

War Ai-erage ... 4660 

1919-20 » 4072 

1930- 21 ... 4331 

1931- 2) ... 3948 


Thousand 

Tods. 

8,116 

*,749 

6,498 

8,046 

7,643 


Cleared. 

$ 

i • •No. 

Pre WiT Averajfe... 4251 
Wur Average , 4929 
l91»-2<> ... 41*tf 

192o' 31 - 

1921-22 s ... 4089 


Thousand 
Tons. 
8,100 • 
S,92S 
8,602 
7,427 
8,013 
Bat the 


tte grand total oltonnags in the last 3 years averages 14,71,900 tons. 
vmMs need not nil bo fully toaded The estimate of total tgnoage of our foreign trade may 
lU [daoed somewhere abont 1,2*0,000 Uftn. , a 

The War-time increase in tl^ ndmber of vessels wa* dns to the hcrease wooden 
flfcilllb y y^BSel ^ fclM buslllfpf. . • ' ^ 




ffiodities as the cott of tranfiport. 71 per oeo^ of SiS) ororea amoimta to 88 
crores. If to the forfign tiade figures, W the earaiiigs of, Britidi 
shipping companies in the coastal trade of India, f. e. Bs. 10 , 69 , 8 M 80 , 
we get a totid of close upon 33 croreft of aggregate freight bill of India,” • 

t , , „ c « 

, _ I ' g 

The subjoined tablfc of the detailed fseight Bill, for the foreign trade of*' 
India is compiled under the following conditions:— . " 

' c, ^ , • 

(1) ' The quantity figures are taken frqm the official Annual Statement 

of the Sea'i^ome" Trade of British India with,the British Empire and Fore¬ 
ign Countries [No. 1674, Department of Statistics, ifiza]. Wherever possible 
however, they jiavt been converted to some uniform stendtfldc for purposes 
of'freight calculation, /' « 

(2) 1 he outward freight is taken as given in the annual Review of the 

Trade of India for 1921-22, or from the publications of the Bofribay Chamber 
of Commerce wherever usually the freight is calculated as to ports in the 
United Kingdom, though in some cases Japanek ports haVe also been taKen 
into'account. This procedure militates seriousl)4 against the accuracy of our 
Bill, as only about 40 p. c. of our exports go to the Unjted Kingdom. Wher¬ 
ever no freight quotation was available, the calculation has been made at, 
the lowest rate to err, if at all, on the safe, side. ' ' 

I 

(3) The inward freights on imports, bar coal freight from Cardiff to 
Bombay, are not available. The rate we have taken is indicated against 
each item,-usuilly the lowest. 

(4) As the value figures show, the details do not exhaust all the items 
in the foreign trade of India both imports-and exports. Adding a propor¬ 
tionate freight for the balance, we get:— '' 

(а) for exports, £8,062,000 at the 1921-22 freight rates on the total 
exports, and 

(б) for imports, £ 6,632,000 at the same calculation and on the 
. V same data. 

• The, total bill thus works out at £ 14,092,00c—Rs. 21,13,80,000 t 

• This estimate was picjmred for me hy my friend Mr. S. N. Haji, whose practical 
experience of shipping bus^iness makes it of more than academic interest. He estimates the 
Qoasttag freight thus;— ' , 

"The total cargo carried by steam vessels along the coast of India during 1992-83 
may be estimated ad 59,40,880 tons, ^his figure approximates the actual results by adding 
,,up the total qualities°'of all commodities carried from one maritime province to another 
daring 1920-21 (ilnanal SfolsmstU 0 / the Coash'nj Trade e/ BritiA Mia far 1981 ). TViking 
Bs, 18 per tea the standard average rate for the year, as the rate of freight along the "ft i t t 
of India, aye gtt Rs. 10,89,86,000." See the statiest of May ’9, 1923 for a critique of Mr. 
Baji's works •“ 

t The freight for jute, cotton and seeds (Exports) is as given in the annual review 
of the trade of India for 1991-82 p. 74 Table No. fil as <n April. 1928 (No, 17S8 
Commeroial Intelligence Depart, nent). For Wheat, Tea, Bides, Lao, the freight is rivui as 
in 1980-81 (Vide Annual ".evieVr of the Trade 6f India M 1930-81 Tahle No, 78 p R), 

Or the Imports the Freight has been taken ugiftmly at SO/* per loo, er(«pt ppa) 

9, ld/0 d. , 
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Artiole. 


1921-1^2 
. IMPORTS. , 

Figures are in f housAids. 


f Appard ' 

2 Building and Bi^ineer- 

ing materials y... 

3 Oliemicals ...1 

4 Drugs , ... 

5 Dyeing an^ Tanniufi 

substunues' 

6 Fruits andyegetaldes... 

Ra Salt W', ... 

7 Olkss and &lafiBwlt>e... 

• • 


8 Liquors'^* 

9 Matches 

10 Motor cafs, motor, 
cycles and parts 

11 ‘Pai nts and.. F4i nti ng» 
. materials 

12 Provisions and oilman '1 



No.s. (‘i'.'w’ir.'* 
Tons. 

Tons. 

Nos. (2.73) ‘ 

Feet. (T289.1) 
Gls. (4507) 
Gross (13,581) 

Nos. (4209) 
T(»1I8. * 


Quantity. 

s t 

100 

138 

.51 

3 


4 



14 


, |tores 

13 Rubber . 

13a Paper and Paste l)oard. 

14 Spices , ... 

15 Statiimery 

16 Tobacco 

17 Wood Timlier ."t. 

• 18 Cotton go(Ws 

• 

19 Machinery 

20 Sugar 

21 Iron and steel 

22 Other metals 

23 Silk 

24 Railway Plant 

25 Grain and Pulse 

• 26 Oil 

27 Hardware 


28 OodI and Coke 

29 Instruments 


. 

Nos. ’(’265) 
Tons. 
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2 » 

’(yards 10,90,80) 1 

3)* J * 

Nos. (24+7) 

.56 '• 

24 

Tons. 

783 

'* $ 

y, *• 

3S 

(yards 15) 

1 

Tons. 1 

.148 

Cls. (1231..32) 

451 

• 

Camps 13.57, jtor(#< 

12') 1 

Glass J li * 

. 

Safes 2 • 

) 


. . 1301 

Barmouinqis only 1.54 0"! 

Pianos « *„ 320 * 0' 

Records & macdiines 31,000 31 f 

Talking machines 4 000 • 4j\ 


Value, 

Ba 

1,12,63 

2,00,69 

1,90,88 

1,58,37 

3.20,52 

1 : 68,00 

1^51,68 


2,22,49 

3,76,62 

2,08,80 

2,71,73 

1,23,96 

2,70,36 

1,51,68 

2,34,11 

1,92,60 

91,37 

1,66,06 

1,15,08 

60,38,11 

34,25,51 
27,.50,28 
21,13,38 
5,06,43 
4,83,93 
18,91,08 
9,85,59 
7.b6,l4 

5,91,90 

V 

5,85,05 

.5,14il 


^ • Freight r^ Toial Freight 

£.t s. d. £. 


(^l etc. Total Tons \50^ Value . ^ 0 14 9 on Tong 1,05,40,00 

Othw materials ... 2,961 • ... j Rs? 2,32,68,82 (@i 1 *0 0 on Tons 4,44,10,00 

^ ,4,462.* ^ je‘s,495^ 
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( EXPORTS. • 

Figures are in Thousands. 

Article, . Quantity. Value. „ Freight, 

' ' ' ' ' Rs. ,■ £. a. d. 

Ootton<raw & mannfac- I'ons. 371 
tnred ... Yds. ( 159 , 969 ) 

Yam 36 
Jute < ... Tons. '468 


„ . Yds. (1,120,568) I 

Rope '■ ... Tons. 2 

’■ t 

(Prom Oalentta 

, ' ' 

' to London.) 

Bags' t ••• Nor. 

(3861710),) 

'44,04,49. 

2 0 *0 per ton 
' or 50 oft. 

Grain Pulse'avsl t'loui'. Tons. 

1653 

29,98,98 / 

1, 19 0 per ton. 

' 


f 

(Prom Cdcutta 




to London). 

Tea 

. * ® 

140 

18,22,02 

3 15. O’(50 oft.) 
5 R) 0 (per 
ton). 

Seeds and Oils ... „ 

735' 



GIh. 

(24,.545) 

20,25,03 „ 

15 0 (per 
■* ton)f. 

Lao , ... Tons. 

22 

7,91,.58 

1 1) 7 (to Lon.) 

Wool-raw, manufactured. Raw. 

14 


Oloth. 

13 



Tons 

27 

3,25,78 

118 (as per 
cotton.) 

Opium ...' „ 

1 

2,05,42 < 

Metals and Ores r ... » 

Hides, Skin, Leati’ier... 

Raw 48 

6,47 

3,.5.5,29 

1 10 0 

LeatlierlOM 

« 

> 


Tons 

.58 

10,01,51 

363 (per 50 
eft,) 

Coffee ... „ 

Dyeing & Tanning Sub- 

12 

1,39,08 

•5 10 6 (per ton) 

stances ..., „ 

70 

1,32,22 

2 10 0 (., „) 

Fodder,iBmn, Pollards. „ 

1,8.5 

' - 1,14 60 

1 19 4 („ „) 

Mannies .... ,, 

1,05 

I.I 6777 

2 0 0 {., .,) 

Oil cakes ... „ 

1,13 

1,;16,.57 

2 0 0 (50 eft.) 

Paraffin wax ... ,, 

• 28 

1,27,70 

2 0 0 (per ton) 

Spiers ... ■ „ 

Articles not specified 

17 

1,00,36 

2 0 g („ „) 

'i* 

sent by post ... 


3,10,11 


■- 

Total *... 




Toiw ..! 4690 Rs, 2 . 20 , 69 , 81,000 £. 7 , 148,000 

f» I 

Total freighv on the trade analysed—£ 12 , 643 , 0 (X) ^ 

CXXIII. AN IPIDIAN MERCANTILE MARINE. 

With so much trads, Iftdia cannot regard the paucity of business as a 
decisive factor to explain the absence ofan'Indhsn Mercantile Marine.^ For 
want of such a fleet, India has to pay a tribute of some SQySJ crores annq- 


I 


' 69 , 61 , 90 ' 


1 f 8 per ton. 








« • t 

ally to the foreigner, which might well be kept in the country to enrich tiv« 
•counti^. On both ^ides of our trade thare aw Hems which could safely 
guarantee to Indian ships sufficient cargo either way, were an intensive 
pojicy of developing*a natidna) mercantile ^ayras actoptAl. The stores of 
the Government oflndia alon«, aggregating in vahie some 20 crores, ought 
to suffice to ensure ‘an ^adequate homeward cargo to the Indian ships in 
•foreign portf, not to ment\pn the.^arria{{e of troops and mails, even if we 
suppose that an active policy qf retaliation will be adopted by tfte nations 
we deal with sipply because ,wc have determined to do ouraoil'n carrying 
business. 'And a policy of subitantiql rebates from the prot^tive customs 
duties on gJJ^s, carried to and fro India in ships of Indian ow^pership and 
Indiambuild, ohght ttyguarantee, even apart from the public etbres, suffi?icnt 
cargo to keep a respectable fleet »fully employed. It ha*s beep estimated 
that a hdndi^d steamers of 5000 tons each would suffic?*to do the whole of 
our coastal carrying trade ; and, wc may add, another similar fleet, econo- 
•njically disposed, ought ifi be equal to handling the whole of our foreign 
trade. The total yjnnage thus lyieded to do the entire ocean carrying 
business of Ipdid would l«f scarcely above 1,000,000 tons, which, at present 
rates, would not dbst more than £ 10 million or Ks. 15 ersres to build or 
purqji^e. But the income from such a capital outlay would aggregate, at 
the lowest rates* of freight, Rs. So crores, which, allowing for all kinds of 
expenses, ought to leave*a substantial profit to the state undertaking the 
business. In the subjoined memorandum of my evidpnee before the Indian 
Mercantile Marine Commiiiie, I have elabo»ated in detail the foregoing 
ideas*for a constructive-policy of ship-building and ship^wning in India. 

It is only wheq, in spile of the indirect methods of encouragement having 
*begn applied, the ship bustness (^oes*not flourish* in India, that recourse may 
be had to construction and navigation subsidies or bounties ; though per¬ 
sonally I do not think that it would be necessary. 

As already declared in the foliffwing scheme, I would personally prefer, 
for a variety of reasons, that this great new enterprise of immense national 
importance should be undertaken by the State collectively. But there are 
• reasons why the Indian jJublic opinion, such as it is to-day, may not’ddopt 
this suggestion. If private enterprise is resortdd to and supported by direct 
and indirect methods of encouraging the ventures,.! see many unpleasant 
possibilities of rivalries of a suicidal nature, lyhich could only be avoided 
by Government fixing the minimum ^ates for the carriage of goods to pre- ^ 
vent cut-throat competition. But parity of reasoning would then demand' 
that Government also fix the maxima of rates to prevent Rippers being 
exploited by the ship-jawners. However the jnachinery for such rqte-fixing is 
non-existing and most difficult to invent. Besides, the e^^rience of private 
ventures so far in the field is by no means so encouraging as to justify us 
ig advocating a total .surrender of the legitimate profits the community 
cotUd expect from doing the comifl unity’s ownlausteess in the interests of 
private entrepreneurs, Fof tt/b fest, the memorandum speaks for* itself 00 
every important qudstioi^'of detail 



^ EVIDENCE BEFORE INOIA^i MBRCANTILp MA 9 tEIN COMiltmTSE^ 

Quegtiun 1 . What is youC' opinion regarding Ihe present condition‘d of^ tfcie 
Shipping industry in India f . 

f ' , , , 

I would divide the Answer to this <juf.st/on into two parts, accorAng 
as one considers shipping industry in the sense of sbip-building, or in the 
sense of carriage of goods by wate(^. In' J- pth ca^es/ the businep I consider 
to be in a' ruinously backward condition. If is true that goods both to and 
from India' aiz furnished with adequate carriage facilities, at present. But 
these are mostly of non-Indian originand, from the standpoint of Indian 
national economy, i't only means that these facilities j^ost us'ahnually some- 
wheire from 2^,to 7(3 crores of rupees hy way of freight Uharges,cand to 
that extent ponstitute a net drain from India which wfiolly escapes attention 
or calculation. Hence, even if the ship-building industry proper, which 
must be admitted to be the backbone and mainstay of a national Indian 
shipping business, is not considered, and attention is concentrated merely pp ' 
the business of the ocean-carrier, India would save the,annual drain of the 
freight charges, if the carrying enterprise is undertaken by Indians. 

Question 1. If you consider the situation iiitjatisfactory, what, in your 
opinion, are the conditions in India at present which militate aga'ntt the 
development of shipping enterprise by the people of this country ? 

Chief amongst the ■conditions which, in my opinion, militate against the 
development of shippilig enterprise by Indian people must be considered to 
be the oppositiai of the foreign shipping concerns now operating in Indian 
waters and enjoj^ing a practical monopoly of Government as well as private 
business. Thanks to the Navigation Laws of England in the eighteenth and 
the earlier part of the igth centuries, the' Ir.dian shipping was ruthlessly 
annihilated, in proportion as India came under the political supremacy of 
Britain and was governed to minister to British national interests. With 
Indian shipping out of the field, and with* Government inclined always to look 
favourably upon them, the foreign concerns found the carrying trade of India 
entirely at their mercy; and they were nofslow to evolve expedients which 
wou^dl helpto keep that trade an absolute or practical monopoly in their hands. 
The Deferred Rebate System is one of such expedients. While it is theore- 
ticaUy true that such expedients militate equally against the latest compe¬ 
titors of every nationality, in practice it is only the Indian conf^itor that 
has to sufe-; sinefeihe does not receive any countenance or support from his 
Government, which the foreign competitor commonly receives, as a matter 
of course, from the complete reservation of their own coastal trade, right 
down to direct bounties and subventions for ^hip-bmlding and navigation. 
The shipping companies have in self-interest, had to come to some 
arrangement among themselves, in order to regulate or portion out the tarry¬ 
ing business of the world'amongst all the competitors that had asserti^d 
themselves. The lesuTt is unavoidable. The latest to come on the'^'field 
must sofiw; and Indian shipiMilg tntrtpnlieur Has, therefore, no chance for 



t' bi^figi^tO' Oi&ke gcxA his position, Heh^ to play with an opponent, 
vho ose» loaded dice, Md has absolutely 09 voic^ in framing the rule's of the 
;anMi « 

But while giving^he pride o\ place to thtJ jeCloi^y of the foreign mono* 
wlists as the foremost afnongst^ tJla effective causes working against the 
levelopment of Indian shipping enterprise, I cannot overlook the attitude of 
;he Government as contributing stfft mort effectively to the woeful back* 
vardnessof the Indian slipping industry. In appearance, it is a p>oli9y ofsim- 
)le inactivity. In teality it worlcsfis a barbed wire obstacle agains? the Indian. 
For, all the n^tjuiral and legitimate advtintages, which an,Indiail ship-owner 
plying in Indian jvater^and working the Indian business cotil^ ibasonahly 
ispire^t are denied hiraf'by a policy of criminal indifference, ff not definite 
hostility, Jo Indian interest. I adifeit the indifference hostility, with 
which I have ajjarged the Indian Government in this regard, js not directly 
Jraceable to personal factors, analogous to the possibilities of mischief,. 
r(?salting from tho common and culpable practice of recruiting the directors 
for tlje Indian Railways fjom amdngst the .retired high officers of the 
Government of IneJia. Indian public opinion unreservedly; condemns this 
practice, and the Indian Government has entirely condoned it.'But, because 
the unauthorised and improper official representation of the Indian Govern¬ 
ment on the directbrate of foreign^shipping concerns does not take place so 
frequently as in the case of Railways, it does not the less follow that such 
concerns are behindhand in^procuring extravagantly liberal terms for 
themselves in matters of conveyance of mails, stdtes, and troijps for and on 
accoun?*of the Indian Government. In sheer fairness, in mere Self-defence, and 
simply as an irreducible minimum of Rational eco^nomy, all the abovenamed 
business ought to have been'i'c'^iwcd for the Indian ship-owner. But because 
Government in India still elects to worship the over-turned idol of laisset 
faire, the Indian ship-owner cannot expect to survive the competition he 
tnust put up with. »» 

Question 3. Can yon Kiiggest any^measuros to romovj or mitigate existing 
difficulties or disabilities, without having recourse to State aid, and to encour- 
a'fee the people of this country to embark on shipping enterprises f 

Yes. I would suggest 

(o) an immediate delegalising of the Defetred Rebate System, a’nd 
* the consequent annulment of all tontfacts involijng that system, 
if the parties or either of the^i cAioose to do sc^ 

(6) acceptance of the principle of monopoly of coastal trade reserved 
for the Indi^ ship-owners, which^may, for the sake of .conveni¬ 
ence, be given effect to progressively in a definitelJPlimited period. 
This might involve consequential alterations in the Company 
Law of India; ’ and a new definition, of what constitutes an 
“ Indian Persdnally, I Would confine the coaatal monopoly 
only to Indian cajatifliits ly birth as well as by residenie 
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4 ^ 

(p): the tnutspoit of stor^ ^chased abroad *1(wtbe.Gow(hain^^ 

* Indi«(, as well as different pi»fincial Gownments, SsUway, 
Companies, and other semi,'public bodies* like l^onicipalitiM^ 
Port/Trufts efc. should be so qrdained as to go largely, if not 
wholly, and fcy Reference of set purpose, todndian ship-own^ •• 
India purchasing stores wfii?h anythfng ,,over Rj. ao crores a 
year can easily afford suflfc^erft businfeSs to keep in profitable 
‘ working a line of car/o and passen^r vessels at pfeferential or 
•.eyen oompetitive rates; * . , * 

{d) I ^eed npt add the bulinesi of Postal mails, as g ^ural legiti- 
•njate monopoly for Indian-owned ships, if only for the sake of 
thtfpj-estige that such a consideration iJ’puld imply to^tlve line 
6enefitjpg thereby. ' ^ 

The same I)rinciple may be given effect to in regard to private business 
also. If customs duties are modified in favour, of goods brought into„ar' 
taken away from India in Indian bottoms, so as to a^ord a marked prefer¬ 
ence to the latter, a very effective and substantial encouragement cfui be 
easily andmort economically afforded to Indian jhip-ov.ners, who may then 
be trusted to develop a considerable mercantile marine flying the Indian • 
flag. • . “ ' 

I regard all these eSpedients as not involving “ state aid ” in conformity 
with the question. F'or, I consider that the “ state aid ” meant in this 
question must be of an active type exemplified by bounties and subventions. 

Question 4. Ai'u you of opinion that State \»id is necessaiy or desirable 
promote the satisfactory dovelopment of Bhiji;)ij)g industries by the peoplp of 
this country ? 

Yes, emphatically. For, at least,in the initial stage, the various kinds 
of indirect encouragement enumerated id answer to Q 3. will not be enough. 

l^upstion 5 . If you consider State aid accessary or desirable, what method 
or mHhode do you-advocate f ' < 

I would advocate bounties' on ship-building, somewhat on the lines 
adopted by Japan, as well as on navigation, common in France as well as 
Japan. I would, also accept thfc principle of preferential treatment in 
’ customs duties to goods carried ii\Tndian bottoms on the lines of the pro¬ 
posed American Shipping Subsidy legislation. 

'I • 

Thcss are^forms of State- aid I would si^pqrt#<if it is found on reflec¬ 
tion that the principle of private enterprise is indispensable in the develop¬ 
ment of this industry. Personally, if I did not distrusf: the present Oovem- 
ment as much as I do, equally as regards the personnel, the motives, anddhe ' 
qualifications, / would dtjinittly <it(voca<« dif/xt State enterprise bp the*St<U« 
sornewhat on the lines &miliar to the*Indiap Government* in the 



■MMr birlblihrwr mtisrpris^ and more ncftAly i&nstrated by the venture 
qf Hw Australian tSoyemment * Instead 9f majping loans to ship*builders, 
astiS Belginmi or guaranteeing a mipimum return to private capitalists, as 
our Government did in connection with the Indi|n Railways, it would be 
mom economical; e& w^ll as ri^n^inistrativAy more simple, to convert our 
present public dockyards into propdt shipyards. It may be more profitable 
to commence the venturS by bu/inn%hips^in the first instance, ready made, 
in a number ^arge enough, fet us say, to cope with the immediate and 
indispensable business of Government themselves in the matterj^o^transport 
of mails, stares etc. Further extension of the business may th^n take place 
by carrying Sutli building programm*e that will be large ^enough to cope 
with th# carxia^ of private goods and passengers by sea as^well. Suoh a 
policy, honestly adopted and worke^, would save the needless burden on the 
tax-payer 1:hat a system of bounties and subsidies would accessafily involve 
for the benefit^f the private capitalist. It would also dispense with the tempt- 
'atipn, now held before a private entrepreneur in this field, to come to some 
sort of an understanding with the monopolists, and join hands with the latter 
in th6 reprehensible enterprise of bleeding white the Indian traders.* The 
economics of {^reighhicharges have yet to be analysed and standardised, as 
contradistinguished from the economics of railways rates, which are already 
fairly wSl understood. This can never be achieved while private enterprise 
dominates the field. Finally, it would be administratively ever so itouch 
more simple to arrange those forms of indirect public assistance in the 
preferential treatment* in the-Customs schedule thit I have enumerat^ 
above^ As there is little or no vested interest in this field of Indian origin, 
. I have not considered, and (Jo not think it necessary to consider, the 
question of compensating eKjsting interests likely to be damaged by such a 
policy. And in all the above Advantages, / have not mentionid the poesibi- 
Uty of direct profit to the State, which the Government of India very badly 
needs in the present state of its finani^ps, as likely to be served from the 
adoption of this policy. At present prices, a capital of Rs. ro crores, which 
could be easily raised by a Governnient habituated tomorrow Rs. 50 ci;ores 
annually, would suffice to ^uy ships equal to cope with the entire coartal 
trade. Properly worked, this alone may brings to the .Sfate, after paying 
all expenses including interest on capital? a g^in of nearly a crore, if not 
more. The passenger business and the carriage of the more important 
portion df private merchandise may be subaequwtly and ^ogressively cap- 
tured by publicly-owned ships, built in fndja in the Stat<^ dock-yards. 


Question 6. Do you advocate any legislative measures tor Q^e purpose of 
the satisfactory devdopmeyit of shipping industries by the peopl« of this country 
fpa, if so, what should the legislative measures be ? , 


, I have already'indicated the kind of legi-ilation I would advocate 
JttlAtrd to flipping contracts in genergl, and *10 rtigard to the Company 
tAW, the Custom duties, ancf tik fcoastal trade in particular. 
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, Question 7. Do yon faTonr j^he grant of naj^igatiSn bonatim 

owned by^the people of thiskconntry.^and on the Indian re^ster and trading) 

(a) between Indian ports (b) between Indja and ports abroad, and, (o) betfreen 

ports outside India ? , , , . 

' . r 

I would confine the grant of navig^tioif bounties only to cases (a) and 

(b) . But building bounties may be given to Indiau,.built ships, no mattej 

where th^ are plying. t 

QuestiVntS. Would you, in the case of vMsels owned by the people of this 
country and registered in India, ref.trict the ^rant of.navigation^'bounties to 
specified routes, and,'if so, to what routes, and state yog” reasons'^ for selecting 
the partienfar routes you suggest ? ^ » 

If at alb the gj;,ant of navigation bounties is to be restricted beyond 
cases mentioned .in question 7, I would choose those routes by preference in 
which Indian ships have to encounter the rivalry of interests hitherto monopoli-. 
sing the Indian trade by unfair means as the 'Deferred Rebate System ; 
or the routes in which competition ha's to be, dreaded,by foreign lines 
artificially aided by the Government of those countries^ e. g. the Japanese 
competition irf our near eastern trade. 

• 

Question 9. Do you advocate any limits as to gross registered tonnage, 
average speed at sea, and age, for the aforesaid vessels to be eligible for a navi* 
gation bounty, and, if £ 0 , what limits in each ca.se P 

I would ndf pronounce definitely on this question, which I coni>ider to 
be one, rather of administrative convenience, than one involving any fundar 
mental principle of shipping economics. Bvgn if any limits are fixed as 
dictated by administrative convenience or national economy, they must 
necessarily be elastic, capable of alteration, according to circumstances. 

Question 10. If you are in favour of*{iiese l)Ountios, would you advocate for 
the aforesaid vessels (o be eligible for ^ navigation bounty, and, it so, what 
limits in each case ? 

The same remarks as in question 9 apply here. 

' Question II. Would 'you recommend any additional jjercentage of 
increased bounty for extra speed over and above the minimum average speed at 
sea advocated hy yofl, and, if so, what percentage on vessels engaged in trading 
as indicated in question Ko. 7 (o), (6) and (c) P 

Except iu the case of firpt rate passenger st<samer, which may at a 
pinch be serviceable as cruisers in war, I woula not specifically encouraj^ 
by special bounties, extra speed in vessels. 

Question 12. Do yon ^vooate that provision should be made foe 
gradual jednotion of the bounty after a epeciflvd.,tdrm of years P If sg, what 
percentage of reduction would yon suggest and after how many years for vessele 
engaged in trading as indicated in question Ko. 7 (a), (6) andt*!) f 
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Oil principle, yes? Andl 

redtttriqp 

si bonbties once pajd would Rave to he defidAl very much according to 
the circumstances of the moment 5 would not, therefore, lay down a definite 
term in advance for^the final and progressive extinction 6f bounties; but I 
would prescribe circumstanqps, which, if established, would reasonably 
demand the extinction^ of the booties. 

• ^ * y 

QuestioR 13. Would y8n advocate thA Navigation bounties shonld not be 
paid to vessels built outSide^ of India unless they have been on tlie Inj^an register 
for a speci^ed pdriod of years, atd, if so, for what period ? * 

N • * » ^ * 

As navightion l|ounties have to be distinguished ftpm t^e building 

subsjdtes, on Ae grotvnd that the former are an aid to captAe simpljf the 
business of carriage by sda, whjleifhe latter help to dexlelop^a new and 
vital incfustr;^ in India, I would say that provided fhe requirement of 
Indian ownership is satisfied, the bounty must not be’refused or postponed 
tnerely because pf the shipj having been built outside India. 


tjuestion 14..'.. Do you advocate Aat Navigation bounties shonld cease alto¬ 
gether after a specijed period of years in respect of vessels built, outside of 

I India, and, if so, after what period ? 

• s 

The preceding answer rendels it unnecessary to reply. 

Question 15. Would yon advocate that all vessels receiving a Navigation 
bounty must take on bdard a certain number of Indian apprentices for purposes 
of tcMVaiug ? ^ • 

• Of course; * , 

• * ... 

Question 16. Would yon exclude the employment of (a) non-British sub¬ 
jects (6) non-British Indian subjects on vessels receiving a Navigation Itounty 
except when vacancies, which it is impossible to fill, (M;ciir at a foreign port? 
If yon advocate exclusion, would yon reserve any power to the (Tovernment to 
make exceptions ? * • > 


’ Yes, subject to the’ condition that the appointment, that be 
made as exceptions to fill a vacancy occurrinjj in a foreign port, is tempo¬ 
rary only. Personally, I would exclude allt nen-lttdians from ^fiuch 
employlhent, though in the absence of, an qdequatc number of qualified 
Indians, the exclusion may have to be conjined only to ncm-British subjects^ 
in the first five or ten years. On princrple there is nothing objectionable in ’ 
reserving to the Government discretion to make exceptipn t^this rule j but 
my experience of the prggent Government does not encouragb me,to extend 
its field of discretion. • 

# Question* 17. Would yon advocate the cessatign of Navigation bounties in 
the ?Me of veee^ being sold’, chartered or .mortgaged ^ non*Indiaiw ? 



Qowtion 18 . CsdeFthepro^Moiw of 

1850 , the &)MtiQg trade of fodi^ is open to aU Mmeira ia faTow%{ MklH, 

P9licy, or do 70U recommend any reiiervaticp) of Uie Indian ooM^ag tcade^iMi 
the devdopment o&an Tn lian Mercantile Marim? and, if so, what P 

» I f 

I * 

I have already indicated my opiniop^ *tlfdt the* whole of the coasting 
trade should be reserved for the Indian mercantile 7.arine, the reservation, 
tp be givep effect to progressively, as the Shipping industry develops. 

t' < 

QuestiAi ^ 9 . What, in your opinion, would hesthe effect pf any policy of 
reservation on Indian coastal trade P ^ 

« 

An imnS^iate and effective developemoit of Indian mercantile i^arine, 
Indian owned, though not necessarily Indian bui)t' I do not think there 
would be anf undesirable reaction in the freight rdtes. But apprehensions in 
this regard may’ be adequately safeguarded against, if prarfical effect is 
given to a policy of progressive reservation of coasting trade under suitable, ‘ 
precautions against the abuse of such a concession. The maximum freight, 
for example, may have to be prescribed by law, or‘by executive ddbree 
under a general law, as a precaution against abuK. r ^ 

Question 20 . It you advocate the reservation of the Indian coastdi trade, 
would yon impose a condition that such ships shonld give facilities for training 
Indian apprentices P 

Of course. r 

«• 

» » 

Question 21 . What size and descrfption of vessels, in yoiv opinion, are ' 
most likely to he required fotvan Indian Jierc^tilo'Marine? 

It is of course difficult to answer this needlessly comprehensive question. 

If an Indian Mercantile Marine is aim,^ at, which would do the whole of 
the Indian overseas business, we would Hhed both passenger ships and cargo 
ships, liners as well a? tramps. The m,aximum limit of the size would 
probably bfe fixed by the depth of the Suez Canal, which would render ships 
over 20,ooO tons buVden practically uneconomical for the Indo-European 
and Indo-American busines& The nature, however, of the Indian economic 
organisation, which is- dominated by the small producer and the small 
trader, leads me to think that we would not need very large vessels'ior the 
ordinary requirements of our tradp. Speaking as a layman, I think, 5000 
tbus gross register, or 8000 tons carrying capacity, would be about a fair 
average for the large vessels doing Indian business successfully with any 
chance of full loading and fair custom. , o 

Question 22 . Do you consider that vessels _ required for the Qidiau 
Mercantile Marine should he built eutirdy in privati ship^yards, or do ycp 
recommend the establishment or develupmoit of 'Qpvernraent Dookyardi for 
this purpose P < * ► . 



preference for ship>building in Govern- 
li»eiito 4 ockyard 8 ,«nd also my apprehensions ^ regards the inability of tm 
pfWcirt Gov^meit* to appreciate the Indian viewpoint and to further 
Indian interest. 

Qaestion 23. What* is your*oi*ijjiun regardiitg tCe presont euiiditiuii of (Iin 
Sbip-boilding and Mllrine Engine eu^trnctiun indaistry in India V 

• , , •* * 

An opinion is hardly worth^expressing on this point, as no si)l:h indus¬ 
try, worth the name, exists ip fodia, at present. • / 

Question If you consider thi» situation unsHtis^actoryf what, in*your 
opinioiL are thj conditions in India at present which raiUlaJe* agaiu^j- the 
development of such ind'tistries liy the people of this country ij ’ 

See feplv to question 2 above. The absence of iidecfeatc iton and steel 
resources witnin India herself may be regarded as an additional difficulty in 
regard to the slyp-building, industry in India. I think, however, this difficulty 
is exaggerated. Thj iron and steeUndustry is not entirely unknown in In¬ 
dia; while pofsibllity of im{>orting parts, until "we ourselves make tHem, is 
also’not fully understood. And this arrangement takes po account of 
altcrpajlves in materials for shipbuilding, like wood. 

Question 25. ’ Can you suggest any measures to remove or mitigate existing 
difficulties or disabilities, without having rccom-se to State aid, and to oneou- 
vage the people of this country,to embark on such industries P 

-Special treatment inj^he customs schedules is the qfJly thing I can 
,think of as likely to promote'shipbuilding in India, apart from the more 
direct form of public assistance , ' , 

Question 26. Are you of opinion that State aid is necessary or desirable 
to promote the satisfactory development of those industries by the people of 
this country P 

Yes. 

. 

Question 27. If you consider Stale aid uecctjiary or desirable, what method 
or methods do you advocate P 

Sbft>*boilding subsidies. 

Question 28. Do yon advocate any legA'“''>'« moasurh for the purpose^f- 

the satisfactory development of these industries by the people of this country 

and, if 80 , what should the legisUtive moasnriw ho P . 

, Analogous to the legislation I have already indicatetf^ve. 

Qne8tion*29. A#e vou ‘in favour of the'grant^of construction lonnties to 
vfswils Viuilt in Indian ship-yards ? .• 

Yes. 
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Question so. Do yon advocate tW constraction bAnnties eboidi beeos* 
fined to vetAds bnilif of eteel Qp]y P If ho, what, »if ypur opiuien, shoidd iM tlMi’ 
minimnm gross registered tonnage of vessels bnilt in Indidb ship-^ards, wJiMdi ' 
can be oonsidered eligible for a constmotion bonnty^ P , 

^ • ' f 

No. For, I believe, the possibilities o^avooden ships, of &irly large size 
and equipped with internal combustion engines, are npt fet properly under¬ 
stood. 

« 

Qnestiom K you advocate the grant of construction bounties, what 
rate per ton of ^ross registered tonnage do you becommend should bet given for 
the hull alone P • ‘ 

. f 

I cannot answer this question. 

Question'32. I^propelling macbinery afso is "built in India, Would you 
advocate a tonnty {)er adlual horse power being paid to the pro/elling machi¬ 
nery builder t ^ ^ . 

Nqjt necessarily, particularly if the machinery^prodifcer^as substanlial 
advantages in the customs tariffe of India. ^ 

Question 33. In the case of vessels which are to receive ship-b^illiing 
bounties, do you advocate that no materials made outside olV India should be 
used for the construction of the hull and propelling machinery or would you 
advocate any exceptions such as:— 

(i) Stem, jstern post, riSdder and rudder tiller, rudder post, quadrant, 
and rudder pintless. 

(ii) “ A” bi'ockets anditripplo scroff shaft bearings. 

. ' I ■ ' 

(iii) All stanchions not loss than 7 inch diameter. 

(iv) All kinds of springs. , 

'>‘ 1 , 

(v) Corrugated and plain or Hayed Isjiler furnaces, 

, r 

(vi) Motor (wheel) spindle or shaft ancf blades for turbine engines, 

(vii) Patented articles ov artjicles of new design made abroad. 

(viii) Windlasses, cargo winches, steering engines and gear, anchors 
and chains, wire ropes, Ijpnd bilge pumps, fire pumps, Sabiti ports, 
electric apparatus, steam aqd electric pumps, and ash ejectors. 

' (iz) Steel plates, angles, forgings and castings (iron or steel). 

. i' / 

I accept (fine principle that ships built in India .should preferably be 
made out of matdNuls produced in India. But I' think, in practice, while 
the industry is yet developing, exception may have to be made, for ^}eci- 
alised kinds of machinery, patented articles, and other mechanical devicAf 
etCn required as accessories to a wooden ship, that may not be possibid' to 
produce immediately in India. 
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QkiiMtion 84 , If yon advocate any exoeptions as siiggaBjed abov^, 4 o 
feoomiAend the grant of any custhme concwon^ aifi, if so, what ? 

• • 

The customs coucessioss to such materials sljouldk hdWever, be govern* 
. ed by consideration»of developme such other industries, and not exclusive* 
ly 1:^ a reference to ^le ship*buil<Sitg industry. 

• ' * 

Questioi^ 35. What measures no yon ^ggest to prevent the abuse of these 
oonoessions f • • ' 

' • ' ’ I 

(a.) ‘.^r^ription of maximun^ ratA 

ifi.) Gederal supervision of building operations to seo \hat no fraud 
* is perpetrated. 4 • * 

• * * •• • 

(c.) R8quirements, under a specific law, of fSeriodieal returns and 
certificates from the owners or those responsible for the ship's 
consttuction, giving details and vouching for the boiut fide fulfil 
ment ef tfie coisditions under which they become entitfed to 
thSse coi^iessions. , 

•Ju^tiou 86. What is your opinion regarding the present condition of 
the Wooden Ship-building industry- in India ? 

Question 37. If ypn consider tljo situation unsatiafactory what, in your 
opinion, are the conditions in India at present which militate against the 
■furthartevelopment of suuli induslry by tlie people of this country P 

^Question 38. Uo you sSfrgesb any measures tb remove or jnitigato exist¬ 
ing diflicidties or disabilities, without having recourse to State aid, and to 
encourage the people of this counti'y to further develop such industry P 

. • Question 39. Are you of opinion that State aid is necessary or desirable 
to promote the further development ^f this industry liy the people of • tbit 
country P ^ 

• » • • 

Question 40. If yon consider State aiid necessary or desirable, what 
method or methods do you advocate P , • > 

• • « 

Question 41. Do yon advocate any legislative meaenretr for the further 

development of this industry by the people of* this country’and, if so, wfaab 
should the legislative measures be ? ^ 

Question 48. Are ^oa in.favonr of the grhnt of constrsotion bounties to 
wooden ships built in Indian ship-yards P * 

• • • 

0 (Question 43 . Is an 4 diH^onlty experienced in '^e^ing tbe insurance of 
Indian built woooden ehips and, if so, What remedial measures, do you 
reooniiaend P * ’ 

59 
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., not ^tfre/jr anjmo«rD jo I^’a. m 

titvoTV 01 9 teata*^'ireti, stee\-^Ut slips of to-day is th« decisii« 
kMpiivg this iodvitiy in the back-ground, I consider ^that the possibility 
of a Urge sized wooden sfiif, whose advantages are brought out, in 
his treatise on Merchant Vessels by Dr.,Rie)gel (University of Pensylvania, 
1921) have yet to be understood in this country. t would suggest that 
this Conynittee would do well to invite ‘evidenoe from places where this 
industry s^ill continues, if not exactly in adlourishiag condition, to survive. 
I know of oife such place, namely Cutch J^add'Ji j and I 'herewith append 
the ^nformatKjn I )iave been aole tf collect in rdgaid t® yboden ship¬ 
building in'tljatr place, for the information of the Cdbmitt^ 

C f 

,'^OODgN SHIP-BUILDINO (^1 CU.tCH MANDVI. 

“i. The ndmbef of ships built in Mandvi in recent year?: 


After the war, almost nil. During the wMr-period, especially dunifg 
the latter half, there was a great boom "in the :sl;iippingbi^giness, and during 
that period of about two years, nearly fifty new ships were built. 

‘ I * ' 

2. The burden carrying capacity: 

Maximum-600 Khandies=>2400 bagsj?=i50 tons. 

Minimum-50 Khahdies^aoo bags=i2j.” 

These ships contain no, special accommodation for passengers such as 
cabins or sepdfate rooms, but if passengers are^ available, these ships may 
carry them. , ^ 

3. The, usual routes bn which these •ships* ply are: 

(а) From Cutch Mandvi to Karachi, Muscat, Persian Gulf ports 

Basrah. 

(б) From Cutch Mandvi to Bombay, Zanzibar, Mombassa, Mozam 

bique,'East African porto, Madagascar, Nusiba, Majanga, Pori 
Loui, Bera, Kiliman, Chindi etc. , 

(c) From Cutch 'Maqdvi to Bombay, Colombo, Rangoon anr 
Calcutta aftd intermidiary ports. 

4. Freights charged,- , " “ 

« 

In war time there was 'a yery brisk demand, and then the freigb 
charges were the highest on record; of course, varying according h 
distance. Zl’he dharges during war time were] approximately as follows: 

Flbm .Karachi to Basra: Rs' ftob per bag ; Rs. 12 to 32 pe 
Khandi.*’ , » 

From Bombay to Zanzibar ; Rs. 5 to 10 per bag ; Rs. ao 4« 
per Kfiandi. r ' ' 

• ' f 

.and other places varying according .to distance. 
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Ates are th$ lomst on ^noonl. • 

' ,8Mchi <4 Basra: Annas la to Re.'i per bag. 

Bonib|y to Z&nziban Annas la t? Re. t per bag. 

On account of these low rates, the present jpcoipc of the shipovniers 
‘ is almost nil, and cSnsqguently.njost of the*shi^s are lying idle. 

Mode of chargiftg!^ , , 

Half In advance and the dlher b^ilf after the delivery of ^oods. 

Longest voyage: , , * , # 

Fr<J^^ ^alcutta to Mozlmbi<iue oaZanzibar. Quite of^n. 

5. ^ Osual,eami 3 gs: ,. 

'After deducting’the expenses, the present earnings* are very meagre 
amountifigto almost notfiing &t\ie pay &c. of the crew haAe increased 
,^nrin g the bJom of the war period and they cannot \fs reduced at present 

I 

6. The cdst of buildftig a ship with full equipment; 

' At present *a ship oi* about four to five liundred khandies wouM cost 
about Rs. a5ooo=Rs. i5iOoo. » 

"A^ship of atKJUt 100 khandies would cost about Rs. 5000 (at the present 
rate of exchange). During the.war period, when so many shi^ps w«rej)emg 
built the material as well as labour were very dear, and the cost of that 
period was nearly dduble the present amount 

the time taken for building a big ship of 500 khandii? wodd be atout 
4 to 6 months while a small shia.of about too khandies can be built in a 

cduple of months* 

7* Motor engines: 

As the ships ate mainly built for carrying cargo the installation of 
motor engines would insure their iimely arrival. This would be a 
. SiSl but as regards the initial cost and fuel, one cannot say whether 
» 3S>^6..b?e o, not, .. to U bo .Ijip bee w„h . ™b.«r 

Owing to the unusual reductions in freight made by the stear, ship 
romnanies plving in Indian waters, the ivoodgn shipping indMtry is almost 

«bkh(.«.;»h«..n»»tk, jpotortippi.g 

industry. 
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at the rate of 6 kories per rupee while the preset rite is nearfy sf IdoiIN 
td one rupee, so, that the actdal customs, DtRy on the/aw matetjals M 
ship-building amounts to oVen'ZsX. * No more effective ‘specific codd have* 
been invented by the State to scientifically stamp out the,industfy altogether. 
And the bitter irdny 6f it‘aH isfhat it is a 'Native / where we have 
no excuse of an alien rule*to explain the^iminal indi&rence to the coun¬ 
try’s industries, unless we consider the c^ar^cter aiyk. disposition of the de 
facto rulers as an explanation. 

f 

There ki *10 iifimediate prospect of a re^ivaf'of this shipping industry 
unles* the Ststfe concerned help‘it by, giving special concgs^ns in the 
form of sub^dies etc.', as is done by many countries. ‘ ,' 

As I considef the wooden ship, famished if necessary, with power 
driven machifiery 'fo ensure regularity, and a fair average qf sp^, to be 
more suitable ta the re'quirementsoi the small scale Indian merchants, at 
least in the coastal trade, I think, certain measurq? of preferential treatment' 
may profitably be given to the Indian .built wooden fhips as against,the 
Indian'built steel ship. For, it must not be fo/gotten that while in the 
construction of,the latter, India will have to depend, for Some years at least, 
on foreign supplies, in that of the former we can ourselves furnish f>racti- 
cally all the materials that we require. ' A grant of special advantage 
would, therefore, be more profitable to the State- as well as the subjects 
in the case of the wooden ships than in the case of the steel ship. I have 
no personal experience that w,ill justify my anstrering question No. 43. 

C I 

Question 44. Do you consider that any considoraUe nnmlifr of the youths 
of this country are likely to be desirous of.'ollqwinf'.the sea in the capacity of 
OfSoers in the Iferoantile Marine f • p ** ‘ 

Yes. 

Question 45. If so, should OovernmeAt take any active steps to provide 
for— 

»(a)' Their training, 

(fc) Future employment, and 

* («) Facilities for 'further study when qualifying for Board, of Trade 
certificates in the various grades, or would yon leave these to private 
enterprise in India P „ . 

Yes. Government should take active steps in the matter. 

Question 46. «l}i> you advise that cadets for training should proceed direct 
to sea as apprentioes, or shoUd they undergo a preliminary course of instmstion 
in a training ship or training establishment on shore P , ' “ 

, t ^ 

Preliminary instruction in a training ship,i wjjicb, however, should be 
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4^1 toilg distance voyage if requirld, jwould be preferable. 

'' » ^ • * ■ • • • * ■ 

, Question 47 . I^yon are in fayour of*prelifcinary trainin); in a training 

ibip OF eetabluhmentj do yon advise'that this should I>e canned ont in India, 
, and, if so, do you recommend that the training Hh 4 |ofor establishment should be 
provided or supported Goverlhna^t ^ 

• I woul<^ place NauJcal Tra'njing on a par with instruction in Engineer¬ 
ing or Medicine in pregent day yniversities, and organise the sanft accord¬ 
ingly, with a leading Government institution to set the standard, if not to 
be the onlj^odel of its Icind. * 

Qi^tion 40 . If some cadets are also trained in Kngland, du you uoAsidor 
that*they should be expeijfed to pay the full,fees for snob Warning, or do you 
advise that Governmonl shoftlcf assist l)y; establishing jt system of 
scholarships f*r the purpose P If tho latter, pleasu give .^mr Viiiws r^arding the 
• form, which these scholarships should take P 

* • . # 


.This altern^iv^woul(^ only arfte if adecjuate training facilitie% were 
not developed in India. I hold strongly to the former, and would not 
therefore consider ttie alt^native of scolarships in England or elsewhere, 
thought if Indian shipping is developed sooner than Indian ship-building, 
as is likely, som£ form of scho\,arship would have to be adopted. 


Question 49. If tjie training ship or establishmcut slnnild be in India, 
should there be one or more, and do you reeoumeud that^tho maintenance 
ohargili of such institutions stiould bo mot wholly or part ially Vythe levy of foes P 
• Jf not wholly, by what means* do you suggest that tho maiutenaiico ehai^ee 
■hwild be met P ' 


There may be two or three such institutions; but the number would be 
limited by the first rate ports wher^«such institutions would most conveni¬ 
ently be located. Fees may, of course, be charged ; but their oppressive 
character may be modified by libe'jal grants of scholarships. Fees should 
.never be intended to pay for the whole of the maintenance charges of 
such educational institutions, which should bf paid for preferably by the 
Central Government. • 

• • * 

QuSstion 50 . Do you advocate the ostablinJiment of a training ship or 
nautical college on shore t 


I would prefer a training ship comprising a nauticalcol^e. 

Qnestion 51 . Do %u advocate that after undergoing* their preliminary 
fkaiuing, the boys should servo a period of apprentiAship in steamers of the 
^ercantile Mhrine or*!# a sea-going training sbip'^ 

greferably in steamers^f the mercantile marine. 
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QnMtion & 2 . If ihe former, do*>jr(m oo^der" 
aotsept apprentices jor training, add if not, do ijran know wU^ ihtilr pritini^ 
objections are to doing so P Can jon'suggest any measnres to overooiae inpli • 
objections and to encourage ship-owners to Accept apprentices? o 

I have already acceiAed the principle admi^ioif of apprentices \o 
Indian vessels being made one of the concfitions for gj^an^ of special benefits. 
The objections of ship-owners to the refsd^ive inefficiency or costliness of' 
apprentices would, therefore, be amply compensited^for. 

(^estion If the apprentice are requiil9d’*to'’pay a prbminm for their 
apprenticeship,'should Government pay tLe whole, or any portion (^t P 

Duly certifi^ candidates passing out of the recognised ndutical colleges 
should not b^charged an apprenticeship premium.' » ‘ 


Question 56 .* ‘Have you any views as to the OTuricnlum of Uudy during 
the period of training as a cadet and as an apprentice f 

f‘ ^ <• 

1 Qannot make out any curriculum for nautical training; but I would 
suggest that the business side of shipping should bertainly receive attention 
in drafting the*^^ curriculum. The form and nature of snipping documents, 
their obligations, the law and practice of marine insurance are 
examples of what I mean by the business side. ' 

Question 66. Do yon accept the above or have you any other views as to 
how these mail contracts' should be arranged f 

Mail contracts make an important form of State aid to shipping 
development; and, as such, must be re,served ^or ships owned by Indians if 
not also built in India. <- 


Question 67 . What other conditions, if any, do yon consider it necessary 
or advisable to introduce in mail contraoig^in the future and with what object f 

jarring the condition in Question preference to Indian vessels, I 
thinl^.tbe present conditions governing the mail contracts are fairly suitable. 

Question 70 . If you have advocated direct or indirect State aid or assist¬ 
ance, what method or methods can you suggest for the purpose of raising the 
funds required ? Will you give figures in support of your proposals, including 
the total sum involyed P 

The payment of bounties and subsidies would, of course, be a burden, 
which, in princ iple ought to be met from the general resources of the State, 
particularly as j;g{>resented by the Central Govemt^ent in order to avoid 
provincial jealousies. Ai'pecial tax, like a sureWge on freights earned by 
foreign vessels doing Indian business, may be found advisable Jo coofititate 
a definite fund for the provision of these tounties, if necessary. v. 
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ANALYSI3 ()F INDIA’&fOREIGN TRADE IN 1920-21. 
" 1921-€2. 1922-23. 


Import. 

l,.jfooD, Dwss * Tobicoo— 

Pish (exdoding canned <i^i) 

Prniti olid Vegetables 
Grains, Puls?, and Flour ... 
.Liquors ... ... ^ 

ProTisions and»Oilinan s'. Stores 

Spipes._ *. 

Sugar ... , ... ... '.•• 

Toap . ■^... — 

Other Pood and Drink j *.!•*• 

Tobuoao . 

• 

Total ... »... 

II—Raw MATSBiAist asd PnpnccK 
AMD Abtioms Mainly Ubmand- 

rAOTDBBD— . 

t 

Coal . 

Cfther Non-MetaUio Mining qiArry 
produce and the like ... ... 

Fodder, etc. 

Gum, Resin and Lao ... 

Hides and Skins (ra-w) ... 

Ores and Scrap Iron or Btta^l 
for remanufacture 
Oils, Vegetables, etc.... . -• 

Oil Cal^ 

Faper.niakiag Materials ... 

Rubber . 

Seede„.. 

Tallow, Stearine, and Wax .. 
Textiles—Cotton, raw * waste 

Jute, raw. 

Do. Silk, raw*waste 

Do. Wod, raw. 

Do. Other MaArMs 

> Wood and Timber . 

lIiiMlaaeo|B ,... . — 


1920-21 

Rs. 

» 


1921-22 

Rs. 


f922-2!i 
• ' Re. 


20,59.532 

1,67,8231 

5,06,208 

4,21,17,387 

3,60,96,100 

1,91,07,887 

18,50.29,7.54 

40,20,818 

2,44,02,651 

2,95,91,226 


18,77,564 , 24,29,949 
l,e8,««,317''1,83,57,258 
O.'SS.SBSOS 
3,37,20,051 
2,70,36,255 
1,92,59,480 
27,.50,28,258 
55,39,983 
1,69,67,8«S 
1.65,05,768 


5432,031 
3,00,93,579 
2,77,30,379 
2,44,.H,238 
15,48.89,968 
45,62,265 
1,9837,876 
2,25,67.007 


35,97,13,957 50,62,93,927 50,98,94,045 


29,17,974 5,78,01,678 3,08,92,783 


1,17,18,793 

1,80,535 

47,60,950 

10,45,863 

17,55,274 
8,76,40,498 
1.40,587 
49>)91,O0O 
; 3,364 
51,49,646 
46,98,960 
1,69.55,047 

* 2320 

1.66,50,160 

6,50,150 

9,17,015 

1,07,57.725 

52,73,546 


1,15,19,040 

80,2.56 

41,00,398 

9,81,734 

’8,67,489 
7,56,14,065 
1S378 
43,67,918 
3,037 
’ 46,73,386 
2l..52,857 
3,44.30,736 
2.886 
1,35,22,974 
9,11,71^ 
8,68,625 
, 86,:&,292 
58,82,787 


2,62,69,388 

96,798 

57,95,251 

9,77,183 

1,25,458 
6,89,14530 
■ 10,446 

24,25,887 
,421 
4,54,157 
27,21,068 
1,73,41,612 
0,206 
1:80,33,645 
13,04,61% 
. 5,65,291 
49,18,264 
58,06,491 


Total 


17,64,1039? 2?3*.06,746 18,46,59387 
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fll—AstlOLBS Wtotw OEMilNW 

iiAKonoTOaii>— . ^ .. 


0 


Apparel ... * ...» ^ 

Amu, Amnnnition andu Military 

Stores . 

Ohemioals, Drugs and Medicines ... 
Ontlery, Hardware, Implemente and, 
laatmmWs (exolnding Bleotrioid 
IiutruinentS(,and Apparatus 

Dree and Colours. 

Hleotiioal Qooas and , Apparatus ... 
Furniture, Cabioetware and manu¬ 
factures of tfrwd *... 

Glassware and Eaithenware 
Hides and Skjns, t^ned or dressed, 

or Leather. . 

Machinery of all kinds iooluding 

belting for machinery . 

Metals, Iron and Steel and manu¬ 
factures .. 

Metals other than Iron and Steel and 

Manufaoturea . 

Papers, Pasteboard, and Stationery. 
Bailway Plant and Rolling Stock ... 

Bubber Manufactures . 

Vehicles (excluding locomotives for 

Bailways). . 

Textile—Cotton Yarns' and Mann- 

faotures .' ... 1 

Textile—Jute Yaems and Manu¬ 
factures . 

Textile—Silk Yarns and <Manu¬ 
factures ..i . 

Textile-Wool Yams smd Manu¬ 
factures ... . 

Textiles—Other Yarns and Fabrics 
Miscellaneons... ... . 


4,32,11,?35' 

6i^,fc,827 

5,16,46,700 


1,28,^3,926 

*7010,666 

qpf4,l6,614 


1,27,14,^ 

■ 62,82,839 
3,92,02,725, 


11,97,34,833 

5,72,41,690 

4^.18,38,639 


7,87,17,505 6,73,48,356 

4,49,09,8%8 ,4,23,20,368 
4j36,34,40i 2,14,10,867 


95,65,258 
4,27,67.209 
* » 

1,28,62,099 


<54,28,98b 

,3,00,29,705 

68,42,567*, 


21^85,855 

8.37,82,077 

52,39,343 


24,08,55,793 , 35,49,21,092 
31,1^,21,086 , 21,0S?99,511 
5,05,44,863 


9,34,55,458 

9,12,48.822 

14,13,04,961 

2,52,02-338 

14,30,2^605 

.02.12,00,290 

’ 26,28,784 

3,59,33. W 

5,53,00,370 
4,'S? 75,477 
12,86,80,541 


3,25,48,789 

18,91,06,135 

1,54,35,372 

4,41,.53,V'82 

56,93,80,548 

19.84,194 

2,98,70,549 

1,22,86,854 

1,07,79,630 

10,64,26,063 


24,42,83,282 

18,36 12,356 

6,91,8'7,914 

3,7p,4;i,l96 

ll,Cfo,80,847 

1,80,19,646 

3,42,56,501 

70,13^,032 

16,79,300. 

3,16,34,472 

1,51,56,436 

1,60,62,820 

10,03,17,C28 


Total . 

C 

---f-- mM ■ .. . „ 

2,74,45,99,140 1,89,06,41,107 1,79,40,40,545 

IV.— Linxo Abimsm—, 



Horses. ... • 

Other living animals ... ^ 

87,81,852 

1,33,040 

19.98,060 24,63,‘585 

1,43,109 *1,29,048 

Total ■ . 

39,14,892 

27.41,169 25,82,633 

V. —Posiat Akhous mot speoiraD.. 

• 

7,13,50,029 

4,09,80,473 3,47,28,325 

•Tota^, , ... ... 

Government Stores ... «... 

3,35,59,88,412 2,98,*,68,422 2,32,59,04,935 
11,53,68,710 14,07,76,090 11,71,45,74^ 

GBAND TOTAJ^ ... 

3 , 4743 , 52,122 2,80,42.39.521 Ml,30,50,881. 
- e——— Jt -' .. 
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SltFORS. 

701KI0H MSBOBiHOISK 
iHtDAR MikCHINDISE— 


lAo-^1 

Rs. 


1921-28 
Rs. . 


1982-89 

R». 


1 .- 


-FooO, Dbwk A T^BiOCO—* •% 18,04,34,86(5 ^4,06,34,125 15,16,iJO,827 


Fish (exblntog canned Dsh) 
Fruits and Vegetables .* 
Grain, Pnlse, and Flon* ^ 

Liquors ... * . J 

Provisions 1«d Oilman’s Stores 

Spices..*. ..s 

Sugw ^ ...» ... , ... 

Tea* .. 

doth, Fojd and Drink * ». , 

Tobacco 




.56,02.338 
6(J,33,e60 
25.64,94,019 
27,527 
. 74,47,680 
80,31,710 
95,47,993 
12,14,97,(545 
l,42,'&9,173 
74,92,272 


60,:15.208 
63,23.260 
29,98,97,517 
18,569* 
70,66,73^ 
1,00165.5.99^ 
24,86,660, 
18,22,01,^1« 
1,39,‘^.522 
71.; ‘ 

_s. 


54,25,327 
S68,11,819 
42,47,63,228 
• 49,418 

60,91,640 
1,09,79,949 
f 10,48,839 
21,88,07,526 

. 1,24,74,230 

1,790^ 82,67,812 


'I'otal 


43,67,44,017 53,51,20,746 69,42,19,783 


II-,RaW MAl'ER(^lB,*ANn PtiODDOB • 
AND ABTiOtBS >4AINLT tINMANuf ACTl’BBI) 

• • a , 

Coal . 

Othet dhn-metallic quarry iiroducts 

and the like * . 

Fodder etc. . 

Gum, Resin and Lac . 

Hides and Skins, (raw^ •• • 
Metallio Ores and Scrap Ivon or 
SteA for remannfactu!■«... 

Oils, Vegotableu, etc. 

*0il Cakes . »•* ,•••' 

Pii^er-making Materials ... * ... 

Rubber . . 

Seeds . 

Tallo-w, Stearine, and Wax.^ 

Textile—Cotton, raw & waste 

Do. Jute, raw & waste ...^ 

Do. Silk, raw & waste. 

Do Wool, raw ... .. 

Do. Other Materials. 

Wood and Timber . 

Miscdlaneons . 


1,49,38,810 .'•.32,32*? 14.52,131 

64,91,082 62,35,975 

1,14,59,913 1,26,25,560 

7,93,67,860 70.37,27,584 
5)08,13,988 5,70,60,201 

1,70,24468 2,26,10,442 

2,84,34^462 3,19,81,409 

1,36,56.732 1,72,24,9W 

2,556 1.2S1 

77,16,072 72,5o,W8 

17,40,69,114 27.35,30,182 


1,09,10,193 

1,14,17,925 

7,68,37,384 

5,24,84,457 

2,46,59,364 
3,48,66,685 
l,16,63,'362 
23,247 
1,55,13,822 
1,68,3.1,47,923 
. 10,89,296 

42,19,34.292 
16,36,08,642 
33 39,786 
2,25,71,797 
86,68,394 
1,23!64,706 
2,05,41,605, 


9,13,304 
.^>4,49,07,520 
14,04,91,597 
%,28,546 
2,54,.tf,095 
39,&,898 
.58,61,969 
1.76,53,799 


8,75,505 
72,07,18,919 
22,52,86,095 
38,17,258 
4.41,4?,28?' 
• 61,^,264 
24,02,714 
2,10,61,898 


Total 


11.07 ■37.73.6901,14,14,*^,5931,56,51,22,737 


Ill—A bticus whollt or hahii.v 

HAMUrAOTUaKD— 

Apparel ... ... ... 

Arma, Ammunition and Military 

• Storas . 

Ohaftiioals, Qrngs and Medicines ... 
JpVtlss7, Haraware, Implements and 
' iaatruments, (excluding Bleotricar 
. ImtmineDta s^ Apparalpe^ '•... 


30,33,472 31*25,^ 37,.52,983 


786 , 

3,78,57,067 


• 191 

2,85,82,118 


3,582 

3.07,51,884 


•10,08,8W * 9,46,588 , 9,28,882 
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Of68 an^ Oolonr^ . * ... 

Electrical Goods and App^-stos 
Pnrnitnre, Oabinetware and Mann- 

factoros of woc^ . 

Glassware and fiarthenw^et < ... 
Hides and Skins, tanned or dressed 

or Leather... . 

Maobinerf of all kinds, including 
belting for macbinerf ... 

Metals, Iron an^ Steel and mann- 

factures*" c,. 

Metals other Ijban Iron and Steel ard 

mlnufsctures .. 

Pappr, Pa»iebo6rd, and Stationery. 
Bailway Plant ond Bolling Stock ... 
Bnbber Manufactures ... y.. 

Vehicles (eflt lndin^ locomotiTes for 

Bailways) • ..c . 

Textiles—Cotton Tarn and Manu¬ 
factures . 

Textiles—Jute Yams and Manu¬ 
factures .“ 

Textiles—Silk Yarns and Mann- 

faotnres . 

Textiles—Wool Yarns and Mann 

faotnres . 

Textiles—Other Yarns and Fabrics. 
Miscellaneous ... - . 


" Total 

8.5,74,37,643 

60,29,-55,663 

70,46,27,982 

tV~Livmfi Animai.s— 

1 



Horses .f. 

OatUe... 

Sheep and Goats . 

Other Living Animals 

sa.col 

‘i0,44,677 
10,9?,36.5 
- .^.1,43,775 

95,045 

16.74,382 

12.64,322 

2,58,652 

1,10,785 

8,28,912 

11,25,513 

2,63,334 

Tota 

V.-r-PpSTAl Articlks 

*1,76,4?? 
... 2,0.7,90,851 

.32,92,401 

3,10,11,484 

23,28,^ 

2,21,68,697 

Total 

UoTernment Stores.“ 

...2,40,01,22,6?3 !?,31,38,00,887 2,98,84,67,743'' 
... 9,58,78,686 3,21,51,191 1,74.64,717 

GBAND TOTAL 

... 2,67,64,36,175 2 

48,65,86,206, 

3,15,?;?,63,187 


1,10,1-5,663 

l,33,|ft77^ 




■ Htlv?.'. :• ' 

' 9,4^,640 
2,19,978 

11,87,876 

,2,37,435 

■■ 

3,9»;888. 

3"29,53,345 

,yt,e3,36*,813 

5,16,CK^,178 

35,27e 

501991" 

'47^ 

59,4^,793' 

56,58^533 


' 1,19,02,308 

I, 87,739 

II, 34,426 
; „ 44.441- 

1,^8,56,8^18^ 
2,58,816 
667,793" 
' 4,535 

l,63,ffi2,3S® 
,J,08,188 
^234,541 
. 9,331 

27,491 

[ 

35,57d 

73,015 

18,27,13,282 

15,65,07,166 

13,06,21,88’9 

52,99,46,79s 

29,99,57; 166 

40,49,^9,381 

.5,16,995'' 

196,069 

2,42,956 

84,42,248 
1,99186. 
2,92,41,824 

71,31s650 

5,30,475 

3,12,63,963 

98,41,387 

6,29,599 

3,16,73,186 



NDEX. 


’ Fual 
Ibdarwtuk • 
AbjrMislw 
Aorabita 
iwt, Fordney 

{adiu 


^ f ApprtaUog 


3)t;6,38,39,i0,4l I Apte 

, 39,44,t6 Ar^ 
S I Arabia 


1 i Arbi6ratloQt'-’lVibuQa]it of 
77 i Arbiiraton 
438 ^ ArgAi 
322 I Archipelago 


loa^ 0otft)lnie8 (1864.) 322 j Arcbipela^ 

Ia<Un Cufcom Duties Co&tolldation I Argeotioa 
• « •’ ^ 819,830 { Armour 

MerOhaot Marioe * 41 ^ | Arml 

ak!..:.. 30ii|417 ' Army 


MerDliut Marios 
Merobdbts* Sbippiog 
Bailwsy (t8«0) 


• Tariff 

1 I 

• • War Preoautioa Repeal . 192 

Aoworth, Sir William 

389,384,383,397 ' 

Aden* ' • 

8 ®7 

Admiaiitoatioi) * 

79,393 

Admiralty 

3,419 

* Aeroplane 

331 

Afghuieftn 

lOLlIl 

Africa, South 38,TOa9S,96.97.l02»UI.S05 ! 


807,8f4,368 

Airiaiiu 

9 

Agatg 

• . 10 

Ag^—Aryan, Viotorlan 

409,93 

Agra • 

.97,85,40,933 

, Agricola 

' i 7 

Agriottlture * 

88,931,313,317,893 

Alaedabad 

7 . • 89 

Ajmero 

33 

Akhar IS,22.29,S3,38.39,40,43.46 

Alauddio 

32 

Al-Biriiiii 

‘A2^ 

Alohemy 

36 

Alb 

3 ^ 

AlUanoe-Tripple 

66 

•Alpine 

404 

Altara 

19 

Alum 

335 

Alamiaiam 

345 

Amber, yibito 

36,87,41 

Amerii%—U. 8.,—South 

68,66,66,69,62,93, 

310.368.398.396.408 

Ammonia 

335 

Ammuaition 

94,194,333 

Aooillarifli 

403 

Asdenoo—Dr, 

119 

Ai^ll, Normiii,—Ifr. 

3,69 


334 

Antini^ 

10 


• ’•'!? 

AiAma^i 

, a'. 408 

A]i|»r,t 

,194,383,448, 


P 
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4M 

33,38,43,44,48 

7,31^38,43,108 

• . 

934 

. “ 

89 
• 419 
17 
41,194 
79 
39 
333 
9,8,93 
3,90,99 
^ 0^98 
13,99 

• 114,300 

398,397,398,399 

998 

19 

3 

1 

48 

09,83,310,314,491 


Aurtrif—Huogariao Slfcate 
Dehoition of 
* Kxclamge 
^ Gerniaa • 

Imperial * 

Indian 

of R< glaod • 8^* 

t eiach,—of (lermany * 
u»8iaD * «» 

Tata Industrial 


. » 114 

339,331 

190 

,919 

908 

913,990 

919 

911,919,913 * 
9U ' 
919 
919 

' 919 

914 
17 
1 

33 

38,39 

403,408 
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Baakat 
Bam 
SMc 

Baatable—Prol, 
Batuloobao 
Bavara Jatiaka 
Baylay 
Bant, Ha|ul 
Baadf glaw 
Beauolark, (ktpiBiii 
Baaollau, Leroy 
BacMiom • 
Baa-bira . * 

Baet* ' •. 

Bagada, Mabomaa ' 
Bahet ^ 
Bahry-Meer 
Balgiam 
Banaraa 
Baogal 
Berat 
Berlin* 

Boryla 

Batalonti 

Bbatkal 

Bltaama 

Bhajjya 

Bhimi, Smiana 

Biaa, raotal 

Bible 

BIbar 

Bljanagar 

Bijwarab 

Bill, Sbipiaog Sttbtidy 
Ooonoil > 
lodigaooua 
of Lading 
ot Exohaaga 
Tariff 

Birmingbam 


• P- 

9.10 

' » 1 
443,443 
78 

B8,113 

338 
4,6,15 

33 

*46 

339 
237 

c 296 
10 ^ 
315 
60,856 
. 33 
36 
46 

' 407,434 

39,337 

33,34.39,47,109,114, 

c 11 * 

102 
13,41 

12.10 
43 

409 

4,6 

3 

398 

4 

' 114 

33 
35 
78 

83,84,309 
316 
217 
304 
288 
409 


Braoelet, Jadl,—Paaarf 
BragHfewMo * 

Brahmapolira 
Braae » * 

Bright,—John 

BrfetJl ", • ' — 

Britain,-Gre8^ 19 , 67 , 67 , 69 , 79 , 88 , 83 , 89,89 
, 9f,109,l ISfl 14,317,376,3^4,405,««,41f* 
• • 439 

Britnb 8 

Broaob • 33,43,109,408 

BroonJa - 361 

Bruabea , 361 

Budget, Indian 1083-3S 880 


Bullion, gold,-t8ilvet 
Bander, Labni; ' 
riurbanpur ‘ 

Burma, Annexation of 

Bueinees, Entrepot 
loc^^ 

‘ IndO'Ameriou 
Orarseia 
Bailway 
Shipping 
Butter 


Bilmaeoti 361,379,380,374,437,428 

Blaol^ Sit Baail 313 

Blook-ratea ' * 396,398 

Board, Tariff 378,379,380,383,388,319, 
381,332,323,334,336,337,338,339 
SJ. 8. A Shipping ” • 42o 

Boatman , • 1,3 

Bolan , 388, 

, Bolta > 

Bombay 101,109,114,338,897,436,486,487, 
/ . 448.443 

Book, Brittah Statute 49 

Indian Venr ^ ^ T4,S96 

Stateaman Year t 407 

Borneo 90 

Bounties—Narigation 360,316,329,384,386, 
430,434,436^*37740,441,446 
Bourae ts 

Born 1 


. 345 

43 

C 39 
3,«3,38,108,186,336 
387 , 
.96 
483 
.. 438 
414 
‘ 896 
418 
'' 368 


Gabinetware 339,448 

Oadete , r 446,446 

Ctaaar 378,398 

Cairne , *■ 68 

Galoutta,! 62,101,109,330,397,409,448,448 , 
Caldwell, Biahop ‘ 4,88 

Oalicarit^ 61^06 

Calicut 38,43,46 

Cambay-Gulf oi- 31,43 

Uambridge 1 

liiamphor 19,36,41,336 

Cuala, Irrigation 346,37 4„408, 

Canada SiS 

Britiah • 406 

French , 406,407* 

Navigation 410 

Suez 411,410,434,486,438 

Oandle-atiok 46 

Oanework—Oanea a r 61 

Gape, of Good Hope 7,13,40,97 

Capital, Foreign 186,398,399,300,384 

Debenture 303 

Fixed 804 

Indian 890 

Local •> 290,318 

OarUde • * 316 

Cardamom »19,4f 

Oararana , • a 6 

Oardiff • ^**1 

Olinarvon-Lord 9 

Oan^T^hSotgr.—Oarriagea,— Jett of Ford 94, 

, 896,j33,3S4,38|.400,401,4M 



lU 


V‘ 

38 

3i7 

106 

• * 362 

ms 16 

*^9 

* »S,9,16,S1,47,»2 
.» 6 

228,236 
. ^6,26 
. 81,83.84 

289, 
423,426,436 
383 

• 376 

, «o 

, 48 

94,834,336,420,448 
\ “ 


Perttaod* 
l^odaotipa 
0 «(Mb ' 

^Otjrlod 

OhUdMai • 

Obambar of Oommere 

Obanakys 

Ohargai, Home * 

Anny V 
Fmgl^ ^ 

Bajtoay 
franaport 
Ohartot-makeia 
Obaol • 

Obemioals 
, Ohera 

eUli . , 302 

Ohioa, lado,—Western 1,9,28,88,39,40,^, 

• 68,9»,98,fbl,l 11^91,302,307 

Chersoneae, UoMen 3 

Ohhidf « • 442 

'T Cbiai^lme, Mr. 4UG 

CbolJ ^ ,17 

Obryae * 10 

Older * 367 

CiDDamoo 12,41 

Oituenahip, Imperial 329 

Oiviliaation 388 

Glass—aondiot 179 

, Olay, ohioa 362 

4^1oaks * 4f 

Oloaks • 336 

Oloth, 110 

Gloves 19,36,41 

Goal,—Coke and Patent Full 93,109,162, 
361,379,396,419,425,4^ 
97 


Cofnmiaajfa, %ritiab Royal 406,40^416,4&, 

437 

Ohamberlaia ^ 143,147,310 

^dia-) lOduatrial S7S,374,37t 

Indian Fifcal 360,976,284,288,289,390 
292,298,399,304,316 
Committee, Babington—Smith 311 

^ Acworth 381^399 

CoinmonV * 52 

lachi^ape, ( Indian Retceimbmeut) 238, 
298,379,390,401 


'^Indian Meruaatile Mari’A 
.loint Select '* 


434,448 
870 
> 406 
366 
436 
SOS 


Coast,—Jold 
Odbaoada 
Ooooanut 
•Oooooa 
Ooffee 
Coimbatore 
Oolbertists 
Colo, O.J). H, 

Color 

Oolteotiviat Activities 

College 

Ooloi^ 

Oolooiea^ ^tiah 

Ootonc 

Oolamboa 

dbmm%nder in Chief 
OamaiMaiiar, » 


IGarnian 


236.439 

365 

• 16 
66,167 
6 
45 

376,380 

7 

248 

233,446,446 

442 

308,326 

448 

• 868 
401 

•238,330,393 


• 290,2/6 

IA8,8B8,S36,239,2|0,«ltil36, 
836 , 34 ^ 316 , 3682373 , 374,337 , 


269,301,303,323,884 
33,0364 
303 
413,488 
394 

37A4ie,417,43S,4S4 

413 

416 
416,417 

417 
330 
816 
369 

66 
229 
237 


Parlismeubarv < 

Tariff , * 

CommodibieH ^ 

Commonwealth. ‘ • 

Company * 

Joint Stock 
E>kHt India 
Foreign 

British Steameliip 
E. 1.Railway 
River Shipping, 

Cunard 
P. A 0, 

B. I. 3. N. 

Aaiatio 

N. Y. Shipbuilding 
Condition,—Burojtean,--American 
Oonfeotiouery 

Conference, Paris Boonon^c 
Calcutta Isiners 
Indian Industrial 
Shipping 416,416.417,418,433,424 
Coin, 10,45,846 

Congress, National 37 

Consumer,—Foreign 290,325,826 

Consulr^hip 392 

Continent 319 

Conti, Nicolo ,33,48 

Contributions 33® 

Constitution. • • ^ 292 

Oooventio^-BruHsel ^ugar-lnternatiooal 880 
Oo-oi7erative Movement 246 

Copper, Blf^pk , 10,tf,4l 

Copperw 334 

Coril • 10.354 

Oor^mwodel 31,32,39 

Clornelian 10, 

Coametio 86 

Costtts 10 

0ofcfeop,--*8ir A. , 409,410 

Cotton, 66.109,129,186,206,291.298,429,430 
Council of State 380 

Council, Bombay Legislative 283 

India 267 

Oc^rt,— * 32^^326 

Oowriaihells * 24 

Owdil 206,206,281 



IV 


t 

e 

V- 

Orew 

r 

Oraber 

431 

OiilBb,OaU of. 

31,36 

Oorreony 

r U86 
264 

Uwraata 

369 

ChliBsea, Lord 

268 

Onatowa, Houae,—German,—Revenue 82,2^ 

* 261,266,203,294,438,4^ 

Ontoh Mandvi, , . 

442 

Cutlery 

16,446 

Oyamia; 

'*16 

Oyolea 

‘ 94 

' '> f ' D 


Deggera ' , 

46 

Dalhonaie, Lon^ 

387,388 

Daniel, Mr. ' 

Oaraganoh , ‘ 

8 

46 

Dariua 

6,9 

Date# 

368 

Davlda, Prof, Rhya 

4,9,23,24,26 

DawaoOr W. H. Mr, 

374 

Debt 

73, 

Decoan < 

9,28,83,36,43,44,47 

Delhi 

31,388 

Denmark 

382 

Dependenoiaa 

308 

Development 

178,246,261,319,376 

Dewar 

46 

Dooka 

406 

Dbar 

< 16 

Diamonda 

11,12,46 

Dice 

433 

Dieael 

420 

Director,—Oourt pf 

49,322,323 

Diaaent, Minute of 

284,306 

Diu 

43 

Dockyard 

336,439 

Drain 

316 

Doniniona 304,308,316,317,325,328 

Door<k^epero 

1 

DosAreoe 

11 

Dr»ftir 

218 

Draviditoa 

3 

Drinn 

*366 

Drugcx— 12,24,314,326,334,336,448 

Duea, Harbour 

423 

Port 

' 

, Dundee 

998 

Dwani, Ahmed 

46 

Durbar 

36 

Dntta, R. C, Ur. /, 

‘ 46,60,63,237,449 

Duty, Import 

207,380 


Chutonn * 'JS4,89S.S1S,820,331 
(OouatervftUiiig) Bxaue 372i886,323,339 
Export 271,290,291,826 


Prolootixo 318 

Djrer—Dy«s ” * 2,449 

IKMtoBli, i,lu4rin«^ ABiline 12,81,106,291 

333,366 



l!4g:tl>einrue ^ 

Bumyaifa , 

Boonomioa, 

Bevngtirti r ' » • 

Economy, politio«I,xrRaiIway 
' • 

Elis ^ 

Elephant , 

Elizabeth, ^Qfeeo 
Elliott r c ' 

lElphinatooe » ^ 

Emerald * 

Emigrante ' 

Etgigratioo,—FoPrigu,—lotoroal 

Ecp^or, 

Employment, 292,316,436 

Empire, Roman ® 10,31,26 

“A Forgotten” 82,44 

firitiah, 49,66,93,23.0,314,316,328„329, 
, Gupta 
Hi^a r 
Indian 

Moghul 
Mauryao 
Ottoman 
Peraian ‘ 

Emporia, Arabiaa 
Enginea, < 


■m. 

B3,408t<iW 

37l,S383«3 

8,16,378,, 

408 

12 

419 

28,36,44,46 

88 

<' 41,40 

c> 84 
311,816 
28,30 


England 

9 


"" 33 

46,306,307,308 
428,2 
30,47,48, 
9,16f46,27,408 
28 
16 
6 

46,320368,421,440,446 
68,73,82,96,266,297,872,878,3883 
396,407,424,433.443 
322,378,431,432,486 
413,416,426 
■ 7,14,260 
6 


Era-* 

Brythrian 
Essenoefly flower 
Ethiopia 38 

^'ope 8,44,76,102,870 

European 20,34,38,43,48,49,111„406 

Eft>na 376,378,381,382,388,398,406,406,407 
EvoluMon 3 

Exciae, —CottOn 293,830 ” 

Exchange, — Bill of,—Calcutta Royal,—^ock 
209,312,829,241,242,967 
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VijayanaJiar 31,33,35,43,45,46fl09 



VW^Prinqi Bulo^ 
'YoiCP«>f.*E.,Halk 


• 357 
9,^ 
236 

, 

374 

• *v 


% 


tf«r • • 

• 68,89,70,385 

WarehouRW, booded 

f 

' 321 

fW»88»f . 

% 

• • 30 

Watches • 

^ * 

• I 330 

Wattal, P. K.^r.. 


314 

Wax 


303 

Way . 

369,408,407,408 

Weapons 



Weavers 

• t 

>1 

U,49,95,95 

West % 

29’' 

Westland, Mr. 


1 287,272 

Wejeh, Keryeh 


1 * 

•Wfc#at 

“l 

39,283,326 

Wheeler 

1 

0,33,38,4; 


«> 


Wlysipiey 

<8 

Wilford 

• 5 

Wilson, Mr. 

304,271 

Win©K| j 

10,4I,80,.357 

.Wire 

344 

Wolfe, Mr. 

225 

Wood 

18,30,41,94,335,304 

Wool 

30,57,105 

Wrlpper, C'i^reM^e 

107 

X 

- 

XiTjy 

1« 

r *Y 

J 

Yokohama 

* 426 

Yangtpf 

390 

Tarn*. ^ 

34 

. 2 

■ 

ZaoKihar 

442,394 

Zino 

433 

Zoilverein of Asia 

201,202,250 
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